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FOREWORD TO SECOND EDITION 


Political, economic, and legal events develop under hot- 
house pressure today. The six months since this book was 
written have seen great gams for the dictators in Czecho- 
slovakia and Spam, a marked hardemng of resistance by the 
so-called democracies, and a downward slide of industry at 
home under the chilhng mfluence of constant crises abroad. 
The reactionary swing of our 1938 elections has been re- 
flected in harsh limitations on the use of federal relief funds, 
and in a wave of anti-alien and anti-free-speech proposals 
even worse than the notorious alien and sedition laws of our 
early history. With the economic pressures of unemploy- 
ment and relief undiminished, with wedges being driven 
between farmers and city labor, and with propertied classes 
tending to crystallize into an anti-labor and anti-progressive 
bloc, our social structure is tending to cleave into two great 
opposing camps. Measures to prevent such a cleavage are 
therefore of even greater public need than before. 

The economic problem thus continues the great central 
dilemma of our time. Facing that dilemma, I as an author 
am appreciative of the fact that this book has been generally 
received in the spirit in which it was offered— as an honest, 
even if foolhardy, attempt to suggest a way out. As con- 
trasted to the catcalls and jeers with which “$2500 a Year” 
was received three years ago, the serious attention paid to 



IV 


FOREWORD 


“Jobs for All” indicates that the country is at last awaken- 
ing to the fundamental nature of the problem of chronic 
unemployment. 

The intervening six months have moved the ideas ad- 
vanced here much nearer to things that may yet be. 

On the public opinion front, orgamzations representing 
weighty factors in American economic life have swung 
more and more toward backing action along the lines sug- 
gested here. The American Farm Bureau Federation, in 
formal resolutions at its annual convention last winter, re- 
solved: 

“We respectfully urge the President of the United States 
to call together representatives of industry, labor, and 
agriculture selected from a list of those recommended by 
the duly selected leaders of the three major economic 
groups, to discuss a program of action designed to pro- 
mote economic balance between these groups on a basis 
that will permit full utilization of our great productive 
resources.” 

The American Federation of Labor has repeatedly 
stressed the same idea in its Monthly Survey of Business, 
saying in its February issue: 

“It is for the Federal Government to take the initiative 
in bringing representatives of labor, as well as business, 
farmers and others into its councils to develop practical 
measures for immediate mdustrial expansion.” 

and again in June: 

“Sound recovery in an age of mass production can only 
come through planning to advance all economic groups 
and timing undertakings so as to provide consuming 
power to buy output. Such planning, as advocated in our 
last issue, has two important features: The National 
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Planning Board is (i) representative, and (2) continuous. 
Representatives of business men, labor, consumers, farm- 
ers, industrial engineers, should have a voice in forma- 
tion of pohcies.” 

Leaders of the C.I.O., including Lewis and Hillman, have 
made repeated proposals along the same hne durmg the 
winter and spring. At the National Farm Institute at Des 
Momes last spring representatives of labor, farmers, and 
government all joined in urging that a national meeting 
representing aU economic groups be called together to de- 
velop definite programs for increased production, employ- 
ment, and national income. 

While none of the groups mentioned are ready to specify 
the precise plan that should be used in attacking the prob- 
lem, all of them are concerned that definite efforts be made 
to find an answer and to apply it. It is quite apparent that 
we are not yet ready to move on any proposal so specific as 
that set forth in the pages that follow. Much more build- 
ing up of facts and experience in program-making on a 
single-industry basis may be necessary before we are ready 
to tackle any such industry-wide program as that suggested. 
In the meantime, we will continue to develop and apply 
more of the rear-guard measures we have developed to date. 
But eventually, I firmly believe, we will come to realize we 
cannot win the war against poverty by defensive actions 
alone. Some day we will take positive aggressive action. 
The expanding interest indicates that that day, though yet 
over the horizon, is drawing increasingly near. 

On the legal front two notable Supreme Court decisions 
have come down, on the new A.A.A. Act, with its provi- 
sions for marketing quotas, and on A.A.A. marketing 
agreements. These decisions clear away all doubt as to 



VI 


rORE'WORD 


whether action such as that proposed in this book would be 
constitutional. The words of Justice Roberts, speaking for 
the Court majority, clear that up once and for all: 

“Any rule, such as that embodied in the Act, which is 
intended to foster, protect and conserve that (interstate) 
commerce, or to prevent the flow of commerce from 
working harm to the people of the nation, is within the 
competence of Congress. Within these limits the exer- 
cise of the power, the grant being unlimited in its terms, 
may lawfully extend to the absolute prohibition of such 
commerce, and a jorttort to limitation of the amount of a 
given commodity which may be transported in such com- 
merce. The motive of Congress in exerting the power is 
irrelevant to the validity of the legislation. 

“The provisions of the Act under review constatute a 
regulation of interstate and foreign commerce within the 
competency of Congress under the power delegated to 
It by the Constitution.” 

The discussions of industrial expansion during the past six 
months have helped me clarify in my own mind one point 
that may seem obscure in the pages that follow. That is the 
relation between fiscal policy on the one hand and planned 
expansion of production on the other. Chapter XXX may 
seem to suggest that I regard industrial expansion as a com- 
plete alternative to pubhc spending or investment. On the 
contrary, I beHeve that bodi are needed. During the early 
years of industrial expansion it would be desirable to con- 
tinue a large program of public investment to provide a 
back-log of insured demand for increased heavy goods pro- 
duction. After the system of iadustrial expansion had 
proved itself, private mdustry would engage in long-term 
capital expansion in much greater amounts. The volume 
of such expenditure or investment could then be reduced 
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as the volume of private investment expanded. The two 
devices, public investment and coordinated advance plan- 
ning of production, are thus not competitive but comple- 
mentary. Each can play a vital part in the future hfe of the 
nation. 

On one other point, not vital to my economic proposals, 
I would like to clarify my meaning. The book discusses the 
growth of Fascistic ideas in America in relation to un- 
employment and economic insecurity. It is quite apparent 
that in addition to these causes, the appearance of Fascistic 
ideas here is in part the result of intrigue from foreign 
countries. They seek to build up in the Umted States a 
body of regimented and intolerant public opimon ready to 
support Fascistic pohcies abroad and aiming eventually to 
overthrow democracy here. I do not deny the foreign 
origin of much of the propaganda here, but I still maintain 
that a positive program to insure security is one of the best 
weapons with which we can avert the danger. Hungry 
men are not likely to listen to the sweet voice of reason, but 
self-respecting workers and householders will fight to pre- 
serve their liberties and jobs. We must give every Amer- 
ican such opportunities that he will know that his own 
share in our democracy is worth fighting for. 

MORDECAI EZEKIEL 

Washington, D. C- 
July, i^s9- 
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We must provide real security for the crippled, the sick, 
and the aged. We must do all this through democratic 
processes. The peoples of the world look hopefully to 
America as the last stronghold of democracy. If we fail to 
meet this challenge, then the rising tide of darkness will 
engulf us too, and with us, all humanity. 

MORDECAI EZEKIEL 

Washington, D. C. 

December, 
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I 

Would we rather plan for peace or for war? 

When proposals are made for industry-wide planning for 
increased production, we are told they are impracticable. 
We are told we are not ready for it. It involves too many 
sudden changes, too great shifts in our existing ways of 
doing things. Apparently lo million wage earners and 25 
million people must continue on the bare edge of existence. 
It is better, we are told, that they stay “ill-housed, ill-clad, 
ill-nourished” than that the business community be shocked 
by having to learn new ways of doing things. 

Strangely enough, such doubts vanish in time of war. 
So long as our object is solely to put men to work, feed the 
hungry, and clothe and shelter the naked, then plannmg is 
taboo. As soon as our object is to wage war, then planning 
is embraced with open arms. In wartime we must produce 
bullets to kill men, bombs to shatter buildings and crush 
human beings, and poison gas to suflEocate them. Airplanes 
are needed to drop destruction and big guns to hurl it. Men 
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must be trained in the art of murder with bullets and 
bayonets. When such things are to be done, then we plan 
regardless of all the difficulties. 

Even during the World War, with the then-existing slim 
basis of facts and figures, we had the War Industries Board 
to direct our national production and the Shipping Control 
Committee to coordmate shipments overseas. The alhes 
had the Supreme Economic Council to coordinate their 
production, the Allied Maritime Transport Council to 
direct their ships, and each country had planning agencies 
without end.^ With all this past experience to go on, the 
files of the War and Navy Departments today are bulging 
with plans. As soon as our next war is declared, they will 
center all civilian industry and all civilian workers on the 
sole process of warmaking.® BiUs are already being dis- 
cussed in Congress to draft all industry into public service 
with the declaration of war. Companion bills are pending 
to raise taxes to heights far above all previous levels, and to 
seize not only a large part of all wartime profits, but also a 
large share of all personal incomes. We are beginning to 
appreciate that if we are to blow our substance into smoke 
we cannot consume it in food and clothing at the same time. 

If once again we engage in war, there will be no hesi- 
tancy to plan. As long as we plan to produce only the 
means of destruction of human fives, homes, factories, and 
even of civilization itself, as long as all that we produce is 
to be blown into the air, then it is recognized as both proper 
and fitting that we should plan. It is also recognized that 
democracy shah, have little place in such p lanning . The 

^ See J. A. Salter, “Allied Shipping Control,” Clarendon Press, Oxford, 
1921. 

2 See “Industrial Mobilization Plan,” published by War and Navy 
Depts., especially sections on “Control of Economic Resources” and 
“Mobilization of Industry,” pp. 10-17, OoYt. Printing Odice, 1936. 
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plans call for many democratic institutions to go into 
eclipse as soon as war is declared. Regulation of conditions 
of wages and labor, and the federal employment and con- 
ciliation services, will be transferred from the Department 
of Labor to the Administrator of War Labor, who will 
have full power to commandeer industrial labor. Prices, 
production, and industrial management will be regulated 
by the War Trade Administration. Our knowledge of 
what is going on in the world here or abroad will be limited 
and directed by a new wartime censorship and official 
propaganda, under the new Public Relations Administra- 
tion.^ Wartime hysteria will appear again. We will only 
be permitted to know or think what those in command of 
our government wish us to think. During the World War 
that hysteria led to stamping out at once as “disloyal” or 
“traitorous” any attempt by individuals to ask whether a 
given step was wise or unwise, any attempt to maintain 
short hours or good workmg conditions for the laborers, 
any attempt at dissent or criticism. If the war lasts long 
enough, we may expect to see here too concentration 
camps, federal penitentiaries, and near the front lines, firing 
squads, to welcome all those who as “labor agitators,” “sub- 
versive journalists,” or “enemy sympathizers,” dare expose 
the propaganda or resist the dictation of our own wartime 
Fascists. 

If we can plan in time of war, even at the cost of the 
suppression of democratic forms of government, why can 
we not plan democratically in times of peace? 

The answer is probably an emotional one. In time of war 
there is no question as to what we are fighting for. There 
is the Enemy, for all to see, “threatening our honor, our 
lives, and our womenfolk.” It is obvious that the thing we 
1 See “Industrial MobUizatioa Plan,” pp. i 6 , *9-43, 65-69. 
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must do is to defeat him before he can destroy us. In time 
of peace, on the contrary, the enemy is not so concrete or 
obvious. True, Poverty may stalk the land. In every town 
and hamlet scores or thousands or hundreds of thousands 
may be cold and hungry and in despair. That is not dra- 
matic in the way a positive Enemy is. The nation will 
watch with bated breath while rescuers battle to reach a 
single miner, caught by a fall of rock, or while police and 
detectives comb the country for a single kidnapped child. 
But we are so used to illness and suffering, so calloused to 
the results of widespread unemployment, that such head- 
lines as these receive only a passing glance: 

Hungry Mother Kills Self and Two Children. 

Baby Smothered Sleeping with Parents; 

No blankets for it to sleep alone. 

Suicide Had Empty Pockets, 

Man hangs self after meal in cafeteria. 

Job Hunter Collapses on Street; 

Girl had not eaten for 48 hours. 

No Relief Available for Unemployed in Washington; 
Neither public nor private agencies have funds for job- 
less employables. 

New Generation Growing under Relief, 

One-third of New York’s children m relief families. 

Majority of Youth Without Jobs; 

Survey shows no jobs for 60% of graduates. 

U. S. Rations Given Hungry; 

Lines fed by federal agency in Cleveland. 

Rehef exhausts funds. 

Eight to ten million may be reported unemployed. 
There may be 36 percent more sickness and 550 percent 
more disability among rehef families than m average fam- 
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ilies. Such statistical facts roll off our minds without an 
imprint. We can not conceive of the meaning of such mass 
suffering. 

Yet Poverty can be dramatized no less than war. A posi- 
tive program to make real work for all can arouse enthusi- 
asm and courage. When we are ready to start a full and 
lasting industrial expansion, there should be a stirring call 
to press forward no'w for a full-bodied War on Poverty. 
We should center our national effort iionx) on expandmg 
production and domg away with unemployment and 
poverty. We should use our democratic processes nonv for 
drawing programs for abundance and for putting those 
programs into action. When such an appeal is made there 
will be no question as to the mass reaction. Time after 
time at the polls the voters have endorsed vague promises 
of such action. Time after time panacea-vendors, like 
Huey Long, Dr. Townsend, or Father Coughlin, have 
drawn millions into their train. The 1938 elections show 
that this attitude is spreading. A sound program for abun- 
dance should arouse support even more readily. 

Even though the job be a hard one, and its undertaking a 
shock to present ways and customs, it can be done. If we 
can plan for war, we can plan for peace. If we can be 
regimented for destruction, we can organize ourselves 
democratically for production. If we can sacrifice our 
savings and our democratic institutions in the futile effort 
to defeat the Enemy abroad, we can far more joyfuUy join 
a great campaign to rout the enemy of poverty at home. In 
doing so, we will also demonstrate to a war-weary and war- 
fearing world the only safe path to peace, the creation of 
economic peace and plenty at home. 
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PART I 

THE PROPOSAL 


a 


II 

What is Mdustrkl Expansion? 

Economists, like doctors, frequently disagree. Yet there is 
one principle on which all economists agree. That is, that 
the people of any country can not long consume more than 
they produce. That universal rule holds true in all coun- 
tries regardless of their economic systems. It holds true for 
Soviet Russia, Fascist Italy, or Capitalistic England and 
America. Unless the people can produce more, they can 
not, as a whole, live better. The problem of making more 
jobs and providing better living is therefore tied up with 
the problem of increasing our total production of the things 
people need. 

We in the United States do not lack for technical knowl- 
edge of how to produce, or for means with which to pro- 
duce. Our engineers, our mechanics, our chemists, our 
farmers, are among the most skillful in the world. Our 
people as a whole are well educated and intelligent. They 
combine ability to follow instructions with resourcefulness 
and initiative in meeting difficulties. Their minds are ever 
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active in finding quicker and easier and more efiicient ways 
of getting things done. Our natural resources of every 
kind, land, minerals, and forests, are rich, abundant, and 
well developed. Our area is large and diversified. No tariff 
barriers or other artificial political restraints hinder the 
interchange of goods from one end of the country to the 
other. Europe, especially eastern Europe, seems distraught, 
contentious, split-up, and poverty-stricken compared to the 
wide, fat, and abundant land of America. Watching the 
difficulties of Europe, we frequently have reason to thank 
our lucky stars that we are living this side of the Atlantic. 

But despite our great wealth, we do not produce enough 
to go around in this country. Tens of milhons of our people 
are destitute. They are destitute not because we lack the 
basic means to take care of them. It is purely in the sphere 
of man-made arrangements that we are deficient. We have 
not yet learned how to keep all our people at work produc- 
ing the things that they need so sorely. We know we must 
produce more if we are all to live better. We have all the 
necessary ingredients to produce more. But our arrange- 
ments for keeping men at work to make the things they 
need, and for providmg them the income to buy the things 
they make, keep breaking down. 

One fundamental difficulty in our business machinery 
lies in its lack of advance budgeting. Each concern has to 
operate more or less in the dark, trusting that what it pro- 
duces will find markets. Some concerns do draw up 
quarterly or annual production programs, it is true, but 
they are only tentative programs, subject to speedy curtail- 
ment if things do not go weU. We trust that competition 
will somehow lead each concern and industry to do what 
is best for the welfare of all of us. Yet we know that cor- 
porate organization and monopoly practices dominate 
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many industries. Concerns in such industries frequently 
make decisions in the mterest of thetr own profits that tend 
to reduce employment rather than increase it. Sometimes 
the decisions are not even for the profit of the concern 
itself, but for the profit of a big banker who happens to be 
in position to control it. Recently, for example, a large 
industrial concern started to build houses for its workers. 
It let contracts for a new type of cheap, light-weight fix- 
ture. Its banker, learnmg of this, forced it to shift back to 
the older, more expensive types in whose production he 
was financially interested. Because of such monopolistic or 
self-interested restraints, competition does not work effec- 
tively in our industrial system today. No other adequate 
form of direction has taken its place. 

The ladk of planning in our industrial concerns has one 
very serious result. That is in its repercussions on the heavy 
industries which manufacture tools, machinery, and build- 
ing materials. In our highly developed system, nearly as 
many workers are engaged in making capital goods such as 
these as are occupied m making products that are ready for 
use. When orders for such capital goods fall off, many men 
lose their jobs. 

Acuity, and employment in the industries making tools 
anJequipment axe exceedingly unstable. That is because of 
the f afiure of other concerns to plan their capital expansion. 
Most business concerns put off enlarging plant or equip- 
ment, or even replacing worn-out machmery, until a busi- 
ness expansion catches all of them short. Then they rush to 
expand their equipment in a hurry, demanding from the 
capital goods industries two or three times as much as they 
would need if the expansion were spread out evenly over 
the years between. This failure of most business concerns 
to adopt an orderly and uniform program of plant expan- 
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sion results in the capital goods industries operating on a 
feast and famine basis, ^me years they are going on three 
shifts a day with more orders than they can fill, and then in 
between there are long periods with almost no orders at all. 
The locomotive industry, for example, built 3,505 engines 
in 1923 and 636 m 1928. Then in 1933 it built only 57. 
The number of locomotives built from 1931 through 1936 
added all together were less than one-quarter as many as 
were built in the one peak year, 1923. In order to build 835 
locomotives a year on the average from 1920 to 1936, the 
locomotive industry had to be prepared to build more than 
four times that average in the peak year.^ 

A second fundamental wealmess m our present business 
machinery is its failure to keep consumer buying power in 
line with production. In past periods of rapidly rising ac- 
tivity, increased operations have greatly reduced the unit 
cost of production. With the extensive control of prices by 
large-scale concerns, these declining costs have not been 
fully reflected in lower prices or higher wages. On the 
contrary, some industries such as copper and steel gener- 
ally increase prices sharply at the very time that costs are 
falling. Management in such industries excuses such prac- 
tices by saying that such periods of high activity do not last 
long, and that they must make big profits then to make up 
for the losses in the long slack periods in between. The re- 
sult is, however, that in periods of rapidly rising business 
consumer buying power does not keep pace with produc- 
tion. After a time recession inevitably follows. 

Advanced budgeting of industrial activity would cover 
not only increased production but increased consumer buy- 
ing power. Manufacturers would be assured of satisfactory 
volume for a term of years ahead. Price and wage policies 
1 See Railway Age, January i, ipjS, Volume 104, No. i, p^e 77. 
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would be worked out m advance, to give consumers, 
through lower prices, a fair share of fallmg costs, and to 
give workers, through rising incomes, increasing ability to 
buy and consume the products of industry. At the same 
time the programs would assure industrialists a fair and in- 
creasing profit, through assured sale of larger output at 
reasonable prices. Such industrial programs would provide 
not only increased production, but also expanding buying 
power to provide the market for the expanding product. 
The danger of recessions interrupting continued expansion 
would be greatly reduced. 

Many advantages would result from advance budgeting 
of industrial operation, even of the crudest sort. The pro- 
grams would certainly provide for a higher level of ac- 
tivity than we have today, or than we have averaged in the 
past. Factories and machines would be more fully utilized. 
More men would be employed. At the higher level of 
operation, labor would be more productive. In steel mills, 
for example, it requires 45 manhours of direct labor to pro- 
duce a ton of steel when the plant is operatmg at 25 to 30 
percent of capacity. When it is operating at 55 to 60 per- 
cent of capacity, it requires only 34 manhours per ton.^ At 
the higher level, each manhour of labor produces about one- 
third more steel than at the lower. Similar economies 
would result in other industries. Our present railroad 
trackage with some additional equipment could easily 
handle twice as much freight as at present. Trams would 
run full and long instead of short and half empty. Not 
many more men would be needed to handle the doubled 
traffic. They would all work full time and earn more 

1 “Manhours of labor per unit of output in steel manufacture,” 
Monthly Labor Remew, U. S. Department of Labor, pp. 1155-1161, 
May, 1935. 
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pay. The railroads worJd make money, even if freight 
rates were reduced below their present unduly high levels. 
Similar increases m labor efficiency would be found in 
most other industries, for modem mass-production meth- 
ods depend on full production for the greatest efficiency. 
The gains in labor efficiency, and the high volume of out- 
put, would enable industries to employ more men, pay 
better wages, sell at lower prices, and make better profits, 
all at the same time. 

Most important of all, programmed industrial operation 
would enable business to increase its level of operation 
until at length there were jobs for everyone capable of 
working. Each concern would know when it started upon 
its program of production for the season or the year that 
there was an assured market for what it was going to pro- 
duce. Each concern could enlarge its productive plant 
gradually and continuously, knowing that there would be 
a steady and expanding market for the increased output it 
was preparmg to produce. In place of the uncertain and 
faltering course which results from our present hit-or-miss 
conduct of business, there would be much steadier and 
surer progress toward fuller activity, larger output, and 
more jobs and more pay. 

The need for some form of business planning is generally 
recognized. A banker said to me the other day; “When a 
concern can’t be certain what lies ahead, it’s not safe to 
lend to them.” We hear much of the need of confidence, 
so business can expand. Confidence depends upon assur- 
ance as to what the future holds. As one man defines it: 
“Confidence is suspicion asleep.” Only the slightest upset 
is necessary to arouse the slumbering suspicion. When it is 
aroused, and doubt replaces confidence, business activity 
dries up rapidly, as we saw in late 1937. Advance budget- 
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ing is necessary so that each industry can operate on the 
basis of assured demand, of definite advance orders for the 
future. To the extent that production programs can pro- 
vide industry such advance orders, it can remove the causes 
of suspicion or doubt. 

It is one thing to recognize the need for industrial plan- 
ning, and another thing to show how it can be brought 
about. Many people believe planning could be used only 
under full socialism, and accordmgly oppose planning. 
There are less extreme ways, however, through which more 
order might be brought into our industrial system. Indus- 
trial Expansion is one such proposal.’- The essential idea of 
Industrial Expansion is to have each of the key basic indus- 
tries prepare tentative programs for expanding its opera- 
tions and’pay roll in the year ahead, and then to check and 
revise those tentative programs against each other to be 
sure they fit together properly. Then each concern in these 
industries will be given advance orders for the planned pro- 
duction, through contracts with a special government 
agency. These contracts will provide for the public pur- 
chase, at a discount, of any portion of the programmed 
production which remains unsold. Under these contracts, 
each concern will be safe in going ahead with the planned 
expansion in production and employment. The nation, in 
turn, will incur little risk in having the government under- 
write the expansion in production, for the programs will 
be so drawn and fitted together that the increase m produc- 

1 This proposal was called “Industrial Adjustment” when its basic prin- 
ciples were first suggested two years ago, in my book “$Z500 a Year”, 
published by Harcourt, Brace and Company, 1936. While the basic prin- 
ciples still stand, certam modifications of method and a clearer formula- 
tion of possible procedures have come out of the subsequent study and 
discussion of the original proposals The name has been changed to 
“Industrial Expansion” to emphasize the central idea of a planned ea:- 
pamton of industry. 
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tion in each industry will just about match the increase in 
demand for the products of that industry. 

Every idea for better planning of industry involves ele- 
ments much like those just described. Scores or even hun- 
dreds of books have been written on methods for full- 
volume operation of industry. What is distinctive in the 
Industrial Expanaon proposal is that it is not merely a 
suggestion for organizing and planning industry for full 
production. It also offers a definite pohtical and adminis- 
trative procedure for puttmg the suggestion into operation. 
It is beheved that this procedure is workable and reasonable 
under our own American conditions. It will work through 
our regular political procedures. It uses only the recog- 
nized powers of Congress. It provides for democratic par- 
ticipation at every step. It employs only those methods of 
cooperation between business concerns and government 

able in other fields. Business will continue to be carried on 
much as it is now. With the expansion programs and the 
advance orders, industrial concerns wiU go steadily on to 
fuller production, more jobs, and higher wages, until work 
is available for every man or woman who wants a job. In- 
dustrial Expansion, or some other arrangement of the same 
general type, can provide for higher standards of living for 
all through the only possible course, increased and expand- 
ing production. 
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HI 

Hov) 'will Industrial Expansion make jobs? 


Industrial Expansion will provide for expanding employ- 
ment by havmg an appropriate government agency arrange 
with business concerns to increase their volume of opera- 
tion. Before the national program is put into operation 
each major industry will be called upon to prepare pro- 
grams of expansion. Both workers and employers in each 
industry will help in developing these industry programs. 
The expansion programs from the several major industries 
will then be checked against one another and revised where 
necessary to make sure they fit together. After that is done 
the designated government agency will give the concerns 
in each industry advance orders for the planned increase 
in production, by underwriting the expansion program 
and agreeing to buy any unsold surplus. Each concern will 
then know it can count on the increased output being sold. 
It wiQ be safe in increasing its activity, putting more men 
to work and raising pay, as called for in the programs, and 
in starting to repair and expand its productive equipment. 
The increases in pay rolls and in the purchase of plant and 
equipment by industry generally will provide the market 
for the increased production. 

For Industrial Expansion to work it will be necessary to 
secure the cooperation of most businessmen. This coopera- 
tion will be sought primarily through widespread discus- 
sion and acceptance of what Industrial Expansion aims to 
accomplish. The necessary legislation will not be passed 
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until It is supported by a majority of the people. When the 
idea has been generally accepted, the legislation will need 
to insure that all concerns in each major industry do co- 
operate. In industries where all concerns agree to cooper- 
ate voluntarily, no pressure will be necessary. Where some 
concerns refuse to participate, the government wiU have to 
see that all do cooperate. One way to do that would be to 
use the same method that the original A.A.A. used with 
farmers, but to use it in reverse. The A.A.A. taxed farm 
products and used the money to pay farmers to produce 
less. The Industrial Expansion Administration could tax 
industrial products and use the money to pay industrial 
concerns to produce more. The cooperating farmers got 
back the taxes paid on farm products, so it didn’t really 
cost them anything. The cooperating busmess concerns 
would similarly get back the taxes paid on industrial prod- 
ucts, so it wouldn’t cost them anything either. In each case 
the tax is just a way of getting the farmers or the business- 
men to work together. It’s just a device for Congress to 
use in regulating interstate commerce. There are various 
other forms of sanctions that Congress could authorize to 
secure full cooperation, such as the use of licenses to operate 
in interstate commerce. The tax and benefit payment sanc- 
tion is only one of those that might be used. The Industrial 
Expansion programs would be limited to industries big 
enough so that their interstate commerce is important. In 
its decisions on the Wagner Labor Act, the Supreme Court 
has ruled that Congress has the right to regulate such in- 
dustries. There is a reasonable prospect that the Court 
would similarly uphold the power of Congress to regulate 
interstate industries to remove the restraints that now limit 
production and restrict the volume of interstate commerce. 

After the industry programs are all ready, aE the indus- 
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tries affected will start increasing their activities at the 
same time. As they expand their operations under Indus- 
trial Expansion programs, that will make more jobs. All 
major mdustries will be expanding at the same time, so new 
jobs will be opening up on all sides. That doesn’t mean, 
though, that there will be jobs for everyone all at once. 
Out of roughly 42 million city workers, only about 33 mil- 
lions had jobs in November, 1938.’^ If Industrial Expansion 
were started now, business couldn’t make new jobs for all 
the unemployed at the same time. Some would not be able 
to work until they have learned new trades or how to 
handle new machines. Definite means should be set up to 
retrain such men. Under successive Industrial Expansion 
programs business will expand more each succeeding year. 
Some men will find jobs the first year. More will find jobs 
in the further expansion of the second year. If the pro- 
grams work moderately well, the third year’s expansion 
should absorb most of those left. After that there would be 
about as many jobs as there are men and women able and 
willing to work. Thereafter increases in total production 
will depend largely on gains in efficiency. 

When Industrial Expansion is first put into action, it will 
not be easy to keep the expanding needs for labor in balance 
with the men in need of work. In many industries the new 
jobs wiU be largely for skilled or semi-skilled workers, 
capable of repairing or operating complex automatic ma- 
chinery. Many of those who need jobs are tmskiUed labor- 
ers, or have had experience only in other hnes of work. 
Many of the older men have lost their skill and their initia- 
tive through years of idleness. Special training programs 
will need to be set up to give such men training for the new 

1 For the source of these and other data not especially noted, see the 
Appendix. 
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j obs. In many cases additional education in elementary sub- 
jects will be needed to raise the level of jobs the men are 
capable of holding (See Chapter VI for a more detailed 
discussion of how this retrammg program might operate.) 
Many men may prove mcapable of holdmg down a real 
job, no matter how much additional traimng they are given. 
If the number of such men exceeds the number of men 
needed for common laborers, watchmen, etc., they and 
their famihes would continue as relief problems. 

Once the expansion programs begm to work effectively, 
it will be possible not only to employ more and more men, 
but also to pay better wages. The increased output will 
cut costs and increase labor efficiency, and that will help the 
business concerns to pay better wages. Just how that can 
be done will be explained in the next chapter. 

At the same time that more men are hired and wages are 
increased, prices of some products will be lowered. In cer- 
tain highly-mechanized heavy industries, costs fall rapidly 
as output rises and as technological efficiency increases. In 
such industries part of the reduced costs will be shared with 
consumers through gradually reduced prices. This will 
widen the market for such products, and enable consumers 
generally to share in the benefits of the technological im- 
provement. 

When business concerns expand their activities under 
Industrial Expansion programs, aU industries will not in- 
crease their output in the same proportion. If they did that 
there would be too much of some things and too little of 
others. We don’t use much more salt in good times than in 
bad, so there wouldn’t be a market for it if there were a 
big increase in salt production. Much the same thing is 
true of bread and potatoes. But many people do need a lot 
more milk and fruit and meat than they can afford today. 
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Production of those foods would need to increase. Mil- 
lions of families have no decent clothes, or furniture, or 
rugs, or houses. Production of such thmgs could be in- 
creased very greatly, and still not oversupply the w'ants of 
those who had just found jobs. The increase in what the 
people and the factories need of each thing will have to just 
about balance the increase in the supply of that product. 
The programs of expansion for each industry would be 
calculated to brmg that about as nearly as possible.^ 

It will be difficult to keep the increases in production in 
balance with the expanding demands for goods. This will 
present especial difficulties in the first year or two. The 
plans will then be more or less imperfect, and industry will 
not be used to operating under them. No matter how care- 
fully the plans are developed, mistakes and oversights will 
appear at first. Surpluses of some raw materials will pile 
up which the finishing establishments may not be ready to 
use. Too much cotton cloth may be woven, and too little 
woolen serge. Structural steel production may expand 
faster than building construction, while the automobile in- 
dustry may be held up by an insufficient supply of steel 
sheets. Capacity may be found too short for some prod- 
ucts, and expansion in them may be retarded until new 
plants can be planned and built and put into production. 
Although one object of the programs will be to anticipate 
the possibilities of such bottlenecks and to take care of them 
in advance, no plan can be perfect. Many hitches will de- 
velop, and many emergencies will arise to be solved in a 
hurry. Mistakes will have to be balanced off by the govern- ( 
ment buying up unsalable surpluses, and holding them tem- 

1 For a detaded exammation of how production increases can be bal- 
anced among individual products and individual firms, see Chapters XI 
andXn. 
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porarily in an “ever-normal warehouse.” Only if the 
leaders of industry and labor give their wholehearted sup- 
port in attacking such problems as they arise, and in modi- 
fying the advance plans where necessary to fit unanticipated 
difficulties, will it be possible to carry out the expansion in 
the early years. As experience is accumulated both in draw- 
ing the programs and in putting them into action, and as 
all units learn their jobs in the process, the programs will 
work more and more smoothly and effectively. To reach 
that end, though, it will be necessary to keep on trying to 
work out the plans to function smoothly. It will be neces- 
sary to avoid changing the basic legislation so frequently 
that industry and labor are unable to learn how to operate 
under its provisions. 

Industrial Expansion promises to provide a method 
through which business concerns can expand their activity 
in a balanced way. The increase in the production of each 
industry will tend to provide markets for the increase in 
the production of other industries. The receipts from the 
sale of the expanded output will provide the money to hire 
more men, pay better wages, and make bigger profits. The 
increase in pay rolls and incomes will provide the purchas- 
ing power to buy the larger output. It may be objected 
that this is merely a scheme for us all to keep busy taking 
in each other’s washing. But that’s aU that economic life is. 
It’s only when we take in each other’s washing and mend- 
ing and shoemaking and baking that we all are busy and 
prosperous. When we stop doing that we all are hungry 
and cold. That’s what troubled us in 1938. Because of 
the slowing down of business, too many of us stopped 
taking in each other’s washing. Industrial Expansion offers 
a method to put us all back to work again, working for 
each other. 
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That summarizes the essential ideas of the Industrial Ex- 
pansion proposal. There are lots of details, of course. The 
rest of this book is devoted to explaining a few of them. 
When we actually attempt to put Industrial Expansion to 
work, we will find many specific problems to be solved 
that no man can foresee in advance. We will find plenty of 
headaches and difficulties. It will not be all easy sailing. 
But if our experience with the A.A.A. is any guide, we will 
find that many of the things we may think are going to be 
hardest to work out aren’t so difficult after all, while we 
may run into snags where we least expected them. If the 
basic policy is right, the administrative problems can be 
solved. If the thing is worth doing and is properly thought 
out, and is understood and supported by businessmen and 
workers, ways can be found to do it. 

That’s all there is to the central idea. Industry will ex- 
pand in a properly balanced way. Men will go back to 
work. Production will increase. Prices and wages will be 
adjusted in line with the increased output and lowered 
costs. People will be able to buy more. The increased pro- 
duction will be sold and will provide the money to meet 
the higher pay rolls. When we really try to solve our 
economic problems in that simple and common sense way, 
both poverty and unemployment can be conquered. 

IV 

How can wages be increased? 

The extent to which Industrial Expansion might raise 
wages will depend upon the economic conditions at the 
time when Industrial Expansion is first put mto acuon. It 
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might be adopted at a time when business is depressed and 
employment and wages are both low. Even if the first In- 
dustrial Expansion programs were only partially effective, 
they would still increase employment fairly rapidly above 
the depression levels, and soon make possible a material 
rise in wages. On the other hand, Industrial Expansion 
might conceivably be adopted at a time, like 1928 or 1929, 
when business activity was at boom levels, most men were 
fully employed, and wages were moderately high. Put into 
action under such conditions, the major task of the produc- 
tion programs would be to keep activity up and to prevent 
the business crisis and collapse that otherwise might soon 
occur. Only after the readjustments necessary for con- 
tinued high activity were carried through would it be possi- 
ble to direct the programs toward still higher levels of ac- 
tivity and pay rolls. 

Usually only when we are sick, however, do we feel the 
need of consulting a doctor. Only when business is pros- 
trate and large numbers of workers are unemployed are 
we likely to make far-reaching changes in our economic 
system or to adopt new methods of industrial guidance. 
The probabihties are that the only time we would be likely 
to give Industrial Expansion a chance to show what it could 
do would be when the industrial system had broken down 
so badly that there was general agreement that it was in 
need of overhauling. Accordingly we may discuss how In- 
dustrial Expansion could increase employment and wages 
on the assumption that it would be put into action at a time 
when industrial production was low, many men were un- 
employed, and sales and profits were both unsatisfactory. 

The first effect of Industrial Expansion on the ability of 
industry to pay better wages would come from the in- 
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creases in production which its programs would help bring 
about. When factories operate far below capacity their 
costs are high. The whole plant has to be cared for even 
though only part of it is in use. Assembly lines are 
slowed down, or many of the workers’ places are empty. 
Under these conditions workers can’t turn out as much 
per day as when everythmg is going full blast. It usually 
increases labor costs per umt for business concerns to 
operate way below capacity. When factories operate 
nearer capacity their labor goes further, and they can afford 
to pay higher wages. Facts from many studies show this. 
The figures from the steel industry are referred to else- 
where.^ The automobile industry shows the same thing. 
In 1932, running at less than one-third of capacity. General 
Motors produced 4.85 cars per man employed. In 1936, 
operating at practically full capacity, it produced 8.84 cars 
per man employed. The number of workers per car was 
nearly cut in half 

There are, it is true, certain limits to the reductions in 
labor costs from increased output. In May 1937 the steel 
industry was operating at 90 percent of capacity. At that 
level it brought back into operation many old miUs. Using 
those old miUs lowered labor efficiency. More new modem 
steel mills will have to be built before high efficiency can 
be secured for output above the practical capacities of the 
existing modem plants. New continuous strip mills, almost 
completely automatic, are now being built. But they in 
turn depend upon practically continuous and full-capacity 
operation to yield their inherent efficiency. The more auto- 

1 See Chapter H. 

2 Basic data for computations taken from issues of Moody’s Industrial 
Manual 
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made the machinery, the more need there is to keep it 
going full blast. 

Under the Industrial Expansion programs it will also be 
easier for business concerns to find markets. When each 
concern can expand its output only by taking markets away 
from its competitors, selling is expensive and difficult. 
Under Industrial Expansion there will be markets for all 
that is produced, for buying power will expand as fast as 
production. Every well-run business can make good profits 
when it can run to capacity and sell all it produces. It can 
pay higher wages and stiU make larger profits at the same 
time. Even though the first Industrial Expansion programs 
will not carry most concerns all the way up to full produc- 
tion, it will help them recover from the depression levels. 
The nearer the successive programs carry them to full pro- 
duction, the more they will be able to increase employment, 
wages and profits. 

The way in which business concerns can pay higher 
wages under Industrial Expansion can be seen more readily 
from a specific case. For example, let us consider a moder- 
ate-sized cement plant, with five cement Idlns. Keeping all 
five kilns going except when they have to be closed down 
for relinmg or other repairs, the plant has a practical ca- 
pacity of 2,000,000 barrels a year. This concern is in an 
industry where output per worker varies sharply as the 
plant is operated near to, or far from, its capacity. Studies 
by the Department of Labor show that the hours of labor 
used in producing loo barrels of cement in such a 5-kiIn 
plant are 140 percent higher where only one kiln is oper- 
ated than when aU five kilns are being used.’- 

1 Bernard H. Toplcis, “Labor Requirements in Cement Prodnetion 
Monthly Labor Review, Vol. 42, No. 3, p. 575, March, 1936. 
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Let us assume that Industrial Expansion is put into opera- 
tion at a time when the concern is operating only one kiln, 
or 20 percent of capacity d If by the third year, the In- 
dustrial Expansion program increased its average operations 
to 80 percent of capacity, how would that affect the con- 
cern’s employment and wages? Here is about how it might 
work out: 


Before Industrial Under Industrial 
Expansion Expansion 

Cement Production 400,000 bbls. 1,600,000 bbls. 


Percent of capacity operated 20% 80% 

Output per worker per year 2,955 bbls. 5?8io bbls. 

Workers and salaried em- 
ployees (at full time) 135 275 

Average pay per year per 

employee $1,200 $1,800 

Selling price, per barrel 

of cement $1.50 $1.35 


Production would be multiplied by four, employrnent 
would be doubled, pay would be increased 50 percent, and 
cement prices would be reduced 10 percent. How would 
all that affect the earnings of the concern^ Its financial 
budget would then work out about as follows: ^ 

^ Actually such a concern would probably run three kilns for four 
months or two kilns for six months. Even so, the labor efficiency would 
go down in consequence. 

2 In these calculations, the labor requirements are based upon the 
studies of the Department of Labor, already cited. The relative expendi- 
tures for labor, materials, and overhead are estimated from the reports 
for this mdustry m the Census of Manufactures. 
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Before Industrial 

Under Industrial 


Expansion 

Expansion 

Expenses: 



Interest, overhead, other 



fixed charges 

0 

0 

0 

o' 

$450,000 

Materials, fuel, repairs. 



at 60 cents a barrel 

240,000 

960,000 

Wages and salaries 

162,000 

495,000 

Total Expenses 

$852,000 

$1,905,000 

Expense per barrel of cement $2.13 

fi.19 

Receipts: 



at f 1. 50 per barrel 

600,000 


at $1.35 per barrel 


2,160,000 

Loss 

$252,000 


Profit 


$255,000 


Operating at one-fifth of capacity on the average, the 
concern was losing $25z,ooo a year. With the production 
increased to nearly fuU capacity under Industrial Expan- 
sion the concern would make net profits of $255,000 a 
year. It would make these profits while reducing the price 
of its cement, even though the prices it pays for its raw 
materials — ^limestone, coal, electricity, firebrick, etc. — ^were 
not reduced. At the same time it would greatly increase 
the pay of each worker, and its total pay roll would be 
tripled. If similar reductions in prices were made by the 
limestone, coal, and brick industries as a result of reduced 
unit costs there also, it could sell its cement even more 
cheaply. 

Not all industries would show as dramatic changes as the 
cement or the somewhat similar iron and steel industries. 
These are some of those that go down deepest in depres- 
sions, and come up most rapidly in recovery periods. Even 



HOW INCREASE WAGES 


31 

in the cement industry, full recovery could not be secured 
in one year. The increases just shown in production, em- 
ployment, wages, and profits might be reached only grad- 
ually, after several years of expansion programs. But this 
illustration does make clear how wages can be increased 
under Industrial Expansion, how some prices can be re- 
duced, and how employment, pay rolls, and profits can all 
increase at the same time. 

Under Industrial Expansion, industrial concerns will pay 
higher wages, and some will sell at lower prices, from the 
same source that they have increased wages and reduced 
prices in the past — from the increased value of what each 
worker produces. In most industries, the increased value 
will not come from higher sellmg prices. Instead, it will 
come from the larger physical volume produced per 
worker, both per year and per working hour. 

In the past, workers have secured wage increases only 
slowly. In many industries the pressure of organized labor, 
through umon agitation, strikes, and sometimes violence, 
has been necessary before labor could secure, as higher 
wages, its share of the mcreased value of each worker’s 
product. Even then labor has frequently not been able to 
get all that really belonged to it. 

Over long periods of time, technological efficiency has 
gone up faster than wages. Business concerns m many lines 
have diverted too much to profits and too little to higher 
wages or lower prices. This is very clear in the business 
records of the New Era that preceded the Hoover Depres- 
sion. Business was very prosperous both in 1923 and 1929. 
Between those two boom years, the total value of our na- 
tional production went up about 20 percent, as shown by 
the changes in our national income. But that increase was 
not evenly shared between labor and capital. The amount 
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paid out by business to workers increased from 44 7 bil- 
lion dollars to 54.7 billion dollars, or by 22 percent. The 
amount paid out to capital, as interest and dividends, in- 
creased from 7.3 billion dollars to ii.o billion dollars, or 
by 50 percent.’- Payments to capital increased more than 
twice as fast as payments to labor. Only a relatively small 
proportion of our population receive their main income 
from capital, while a very large proportion of our popula- 
tion receive their main income from wages. The failure of 
pay rolls to match production kept buying power from 
keeping pace with industrial productivity. A long business 
decline followed. 

Wage increases will not come painlessly, however, even 
with larger production. The lowered costs and larger sales 
out of which higher wages might be paid can be split be- 
tween lower selling prices, higher wages, and larger profits. 
Each year, when the expansion program is developed for 
each industry there will be a real tug-of-war over this di- 
vision. The authority, or central program-making unit for 
the industry, will include representatives of organized labor, 
management, consumers, and government.® Each will try 
to get the best deal it can for the group that it represents. 
The government representative will try to see that the di- 
vision is best in the whole national interest. There will, 
however, be one big difference from the present situation. 
There wiU be more to divide, so every interest can get 
something for itself. Today, when higher wages may mean 
lower profits or higher costs to consumers, wage increases 
are difficult to secure. Under expansion programs, it will 

1 These data are compiled from Simon Kuznets, ‘‘National Income and 
Capital Formation ” 1919-1935, National Bureau of Economic Research, 
pp* 62-67, 1938 

2 See Chapters Vm and XVI for a discussion of how these industry 
authorities would work. 
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be possible to have higher wages, larger profits, and lower 
prices all at the same time. It will be easier to work out a 
fair and satisfactory division of the gams. 

When Industrial Expansion is put into action it will in- 
crease both pay rolls and profits. It will increase them in 
a balanced proportion. In this way it will help prevent the 
development of such unbalanced conditions as preceded 
the depression of 1929-1933. Higher wages under Indus- 
trial Expansion, increased gradually as justified by the in- 
creasing productivity of labor, will contribute to better sus- 
tained business activity, better sustained employment, and 
better sustained profits. 
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V 

How will a man get a job under 
Industrial Expansion? 

The introduction of definite expansion programs for in- 
dustry would not change the present ways of finding jobs. 
Jobs will be looked for much as they are now. The job- 
hunter will go to the local office of the employment service 
to learn of jobs open, or will answer newspaper advertise- 
ments. If a boy is finishing school, the vocational guidance 
officer may already have helped him in the selection of the 
land of work he is preparing himself to fit into, or the 
placement officer at the school or employment office may 
have put him in touch with a prospective employer months 
before. His final shop work or other vocational prepara- 
tion win then have been aimed directly at the job he expects 
to fin. 

Once Industrial Expansion succeeds in getting industry 
operatmg at full capacity, though, there will be one big 
change from the present. There wiU be about as many jobs 
lookmg for men and women as there will be men and 
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women looking for jobs. Of course this result can’t be at- 
tained in the first or even the second year’s program. Some 
W.P A. projects and other government relief work will 
still be needed to fill in the gaps. By the third or fourth 
year of Industrial Expansion, however, if the program 
works effectively, the steady mcrease in production should 
carry business activity up to the level where there will be 
as many jobs as there are workers. From that pomt on, the 
number of workers actually or potentially available for 
each industry will be just as important a limiting factor in 
working out the mdustry plans as will the supplies of raw 
materials and the prospective demands of consumers. After 
all the effective workers are employed, the introduction of 
labor-saving machinery, the development of time-saving 
processes and the development of more efiicient methods 
of marketing will need to be pushed with full speed. From 
that time on increased efficiency of production will mean 
not fewer men at work, but higher production, higher in- 
comes, shorter hours, and higher standards of living for all 
workers, 

^ As full employment is approached, the process of plan- 
ning will be expanded to cover not only the proper balance 
between the production in major industries, but also the 
proper conservation and utilization of the available man- 
power. Retraining programs will aid displaced workers to 
fit themselves for new jobs in the industries where pros- 
pective labor shortages threaten. Vocational guidance ad- 
visers and school placement officers will tell their students 
in what industry and occupations the greatest future de- 
mands for labor lie. They will help them direct their train- 
ing along lines that will most surely fit into real jobs later 
on. 

Today the boy who enters West Point, Annapolis or the 
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Coast Guard Academy is the only one who is sure that a 
job is waiting for him when he graduates from school. He 
is assured, if he completes the course of one of the service 
academies, of a job as Second Lieutenant or Ensign when 
he finishes. Nowhere else is there such assurance. Instead, 
in all too many cases, graduation from high school or even 
from a technical or professional college is followed by 
months and even years of heart-breaking, morale-destroy- 
ing search for work. In Washington, D. C., today, not only 
skilled clerks, and expert carpenters and other craftsmen, 
but graduate lawyers and engineers as well, are driving 
taxicabs. That overcrowded and unremunerative callmg is 
the only one freely open for jobless men to enter. 

June, 1937, marked the peak of employment in this 
country since 1929. In that month the number of employed 
reached the highest point in eight full years. Over 35 mil- 
lion people had jobs that month, in addition to those work- 
ing on farms. The number at work then was only two mil- 
lion less than our all-time high in September, 1929. But on 
June 30, 1937, there were 5,016,014 people who wanted 
jobs listed with the U. S. Employment Service. In that 
month 374,027 people found employment through the 
Service, while 3 37,930 new people applied. The net reduc- 
tion in the job-hunters listed was thus only 36,097. Only 
one new job was located for every 139 persons looking for 
work. There were 1,121,055 women who wanted jobs. 
Jobs were found for 84, 7 1 4 women and girls, while 112,055 
new female applicants were added to the list. There were 
3,894,507 men who wanted work, while only 63,438 men 
more were placed than were added to the list. Even at the 
peak in 1937, one new job for every 61 men, and no new 
jobs at all for women and girls' 

Yet only half the jobless were listed with the U. S. Em- 
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ployment Service. The chances of getting work were so 
small that many people didn’t even take the trouble to en- 
roll. In many towns only those who were so down and out 
they had to go on relief registered with the Employment 
Service, and then only because they had to be registered 
before they could get relief. But they knew it wouldn’t do 
any good. In June, 1937, the best month, there was only 
one new job for every 139 job-hunters. By June, 1938, 
when the ’3 7-’ 3 8 recession was near bottom, three job- 
hunters were added to the rolls of those lookmg for jobs 
for every one who was placed in a job.^ You can’t create 
prosperity that way. 

When Industrial Expansion is put into action it will 
greatly change all that. It will expand the number of jobs 
until they catch up with the number of job-seekers. It 
may never promise to a boy entering school exactly what 
job he will find when he graduates. It would be both un- 
democratic and undesirable to impose such inflexibility 
upon the whole of our society. But Industrial Expansion 
will guarantee him a fair chance to find a job when he is 
ready for one. He won’t have to suffer the heart-breaking 
experience of being one out of a hundred applicants for 
every opening. When there are as many jobs as there are 
men there will be a fair field for each man or boy, woman 
or girl, to find the job that he or she is best suited for. Free 
Americans will ask no more. Then indeed will the oppor- 
tumty to work, as now is the opportunity to starve, be 
equally open to every one. 

1 In that month 803470 new applicants were added to the rolls, while 
work was found for 246,285. 
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VI 

What 'Working and living conditions mil 
Industrial Expansion provide? 

The natural resources of this country, both in materials and 
in men, are the highest of any in the world. Industrial Ex- 
pansion offers a way which promises to employ those re- 
sources and men more effectively and more fuUy than we 
have ever employed them in the past. Engineers assure us 
that we are capable of producing substantially more than 
we have ever produced. If we can operate the expansion 
programs so effectively as to come anywhere near reach- 
ing those promised levels, we can not only employ all our 
people, but we can establish wages and working conditions 
higher than most workers have ever enjoyed. In addition 
to the higher wages, working and living conditions should 
eventually be raised to cover the following elements: 

(i) A uniform S-day week of not more than S hours 
per day. The two day week end will give the worker time 
for rest, gardemng, short trips, sports, and other recreation. 
It will offset the strain on workers from high-speed mech- 
anized work. In some industries such as railways, steel, 
or rayon, continuous service or continuous production 
processes must be maintained. Even there each worker can 
be given two consecutive days off each week, by stagger- 
ing time off for individual workers. 

{z) A regular vacation period with pay. This might 
start at two weeks in industries that have heretofore given 
no paid vacation. The objective will be a month’s vacation 



42 JOBS FOR ALL 

with pay each year for each worker. Within three years 
after the first programs are begun it should be possible to 
achieve this. 

(3) Clean, sanitary, and healthful working conditions 
for all employees. Guaranteed volumes of business on an 
increasing scale will give business men the assurance of con- 
tinual activity and income. This will make it possible for 
them to tear down and rebuild on a modern scale present 
unhealthy plants. There are many antiquated factories and 
stores, and sweatshop basements and lofts, that are still in 
use. After the imtial two or three years of expansion pro- 
grams provide employment for most of the unemployed, 
subsequent mdustry programs will provide for rebuilding 
factories and plants for comfortable, healthy, and efficient 
production. 

(4) Reduction of speed-up tensions on workers. There 
should be an mtensive pubhc program of industrial re- 
search, plus newly-intensified research in commercial lab- 
oratories. This will speed the substitution of automatic 
machmes for machines requiring continuous monotonous 
movements by the workers. The defimte assurances of ex- 
panding markets, plus protection for displaced workers, 
win encourage management to put these machines into use 
as rapidly as developed. Labor unions will have equal voice 
with management in drawmg up industry programs and in 
other phases of industrial planning. This will enable unions 
to protect workers agamst undue speed-ups and stretch- 
outs where hand processes stiU remain. 

(5) Protection of workers displaced by technological 
improvements. The unemployment compensation provi- " 
sions of the present social security law would need to be 
modified to give increased protection to workers displsi:ed 
by new techniques. A special government agency would 
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be created not only to aid such workers to find new jobs as 
is being done now, but also to give them new special tram- 
ing to fit them for the jobs. Durmg the period of retraining 
unemployment benefits on a scale far higher than present 
payments will provide them sustained income. 

Eventually the work of the occupational retraining serv- 
ice and of the industrial planning authorities would need to 
be coordinated to balance the rate of introduction of new 
laborsavmg machinery with the rate at which those under- 
going retraining are bemg absorbed. This will insure that 
the number of workers thrown out of occupations during 
any one period will not be larger than the number that can 
be supported, retrained, and reabsorbed in new jobs during 
the same period. 

Planning under Industrial Expansion will thus be aimed 
not only at providmg for a balanced contmued expansion 
by commodities and services. It wiU also be aimed at pro- 
viding for a balanced and effective use of the nation’s man 
power, and for job security for every worker. Before this 
could be accomplished we would have to know much more 
than we do now about the prospective needs for workers in 
each occupation, and the prospective supply of workers 
trained for each occupation and industry. Such data are 
badly needed right now, to help guide youngsters prepar- 
ing themselves for various occupations and professions. 
The President’s Advisory Committee on Education recog- 
nized this need in its recent report, and recommended that 
an Occupational Outlook Service be established in the De- 
partment of Labor. This service would prepare reports on 
the supply and demand for men for each industry and 
occupation in the same way that the Agricultural Outlook 
Service of the Department of Agriculture has for many 
years predicted coming changes in the demand and supply 
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of farm products. Whatever progress is made in develop- 
ing Occupational Outlook reports will make it easier to 
deal with the problem of fitting workers and jobs together 
when Industrial Expansion is put into action. 

(6) Sickness, accident, and retirement benefits and pen- 
sions on a scale far more adequate than at present. The 
greatly increased level of national production and income 
will provide the wherewithal to establish decent standards 
of living for all the injured, sick and aged. The old-age 
pensions might be based on federal taxes, on employee con- 
tributions, or on industry pension plans. How far they 
should be based on each is a matter which need not be ex- 
plored here. What is essential is that increased quantities of 
clothing, houses, and food wdl be available at the time the 
old folks need them. Increased national production will 
provide the thmgs needed to make possible more decent 
living for all the old people, the sick, and the handicapped, 
now alive and in want. How this can be done is worked 
out in detail in the next chapter. 

(7) More adequate schools, hospitals, and other facilities. 
In many parts of the country today the average man is 
handicapped by his inability to get a proper education. In 
those areas the schools are poorly equipped; many of the 
teachers are poorly paid and poorly trained themselves; the 
school term is too short; and the books and other materials 
are often out-of-date or inadequate. Yet the poorer regions 
are already taxing themselves more heavily than other 
regions, and are spending as much or even more on schools 
than they can afford. The poverty of regions Hke the 
South thus moves in a vicious circle of low income, poor 
schools, ignorant or unskilled workers with low produc- 
tivity, and resulting low income. After a careful study of 
this situation, a special committee appointed by the Presi- 
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dent has recently recommended a broad program of federal 
support to education, libraries, etc., especially for the 
poorer sections of the country.^ 

There are similar needs in the field of public health. 
Many communities are without proper hospital facilities. 
Many have no visiting nurse service. Many low-income 
groups are without any type of medical or dental care. A 
comprehensive program to deal with this problem through 
federal aid is now being developed.^ The average maternal 
death rate at child-birth in this country is 0.57 percent, as 
compared to 0.28 percent in Norway.® This is merely one 
item to show how far we are behind m proper health facili- 
ties and practices. Even the American Medical Associa- 
tion, which previously had resisted all attempts to deal with 
the problem by public action, more recently has been con- 
cerning itself with considering various proposals for collec- 
tive action. It seems to be prepared to shift its position 
from opposition to public action in this field to aiding in 
determining what the action should be. 

Individual states, especially in the poorer regions of the 
country, cannot meet the needs for more adequate support 
for education and health. Only central support through 

1 The Advisory Committee on Education, “Report of the Committee ” 
Govt- Printing Office, Washington, 1938. 

2 Helen Hall and Paul Kellogg, “The Unserved Milhons,’’ The Survey 
Graphic, Sept., 1938, “Proceedings of Conference on Better Care for 
Mothers and Babies,^^ Children’s Bur. Pub. 246. Dept, of Labor, 1938; 
“The Need for a National Health Program,” report of the techmcal com- 
mittee on Medical Care, Interdepartmental Committee to coordinate 
Health and Welfare Activities, Washmgton, 1938. 

s These data are for 1936 for the U S , and 1935 for Norway. Our 
maternal mortality rate is higher than all but four out of 23 countries, for 
which data are available for 1934, ’35, ’36, or ’37. Only a shght part of 
this difference is due to differences m the methods of classifying deaths 
in the two countries. See Elizabeth C. Tandy, “Comparability of Ma- 
ternal Mortality Rates in the United States and Certain Foreign Coun- 
tries,” Children’s Bureau Pub. No. 229, U. S. Dept, of Labor, 1935. 
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the federal government will be effective. The ability of the 
federal government to provide funds for these permanent 
activities is largely determined by the nation’s industrial 
activity and income. Positive action to increase produc- 
tion, employment, and mcome through some such means as 
Industrial Expansion, will provide the federal government 
the means to attack these other social problems on a broad 
and permanent basis. 

(8) Decent housing at reasonable costs. The housing 
program under Industrial Expansion will provide for a 
continuous buildmg program aimed at re-housing all 
workers in comfortable, modern quarters. Even with 
$2 500 a year income, a worker’s family should not spend 
more than $600 a year on housing, including heat and light. 
That means that I35 a month is about all the rent they 
should pay, if they are to have enough left for coal, gas, 
electricity, food, clothing, and other needs. 

The housing program will be directed at providing the 
right kind of housing at the rent or price workers can 
afford to pay. Increasing the volume of construction up to 
800,000 new family units a year will use to capacity existing 
building-material factories, lumber yards, and hardware 
stores. At this guaranteed full-capacity operation, con- 
cerns producing or distributing building materials can 
reduce prices and still make very satisfactory profits. 
Much of the actual construction itself can be reorganised 
on a large-scale basis. Material will be bought in large 
quantities. Some of the craftsmen most used, such as car- 
penters, bricklayers, and building laborers, will be em- 
ployed on an annual-wage basis. Materials will be pre-cut 
on the job, or prefabricated. Sites will be planned and laid 
out so as to assure permanent community values, plenty of 
space for air and play, and quiet congenial surroundiugs. 
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There is ample actual experience already with such large- 
scale housing construction, both by private concerns and 
public authorities in England, and by the Farm Security 
Administration in this country. This experience shows 
that a house which would cost $5,000 to build under ordi- 
nary practice can be built by large-scale methods for 
$3,750, even with only moderately large volume, and even 
while paying craftsmen on the hourly wage basis. Under 
the assured capacity operation of Industrial Expansion, the 
cost can be reduced to $3,000 or less. Such a house or 
apartment will rent for not more than $30 a month. For 
the first time this will provide decent housing at a cost the 
average family can afford to pay.^ 

At 800,000 family units a year, it would take a dozen 
years to provide new housing for half our families, even if 
all the new houses were built for the poorer families that 
have never been properly housed heretofore. Some indi- 
vidual construction will also continue for the houses of the 
wealthy and well to do. Under the expansion program 
costs of construction for houses that now cost $5,000 to 
$ 1 5,000 win also be reduced by increased output and large- 
scale methods. This will make more adequate housing 
available for the middle-class families that will have their 
income raised with the expanding prosperity under Indus- 
trial Expansion. 

Continuous experimentation and improvement in ready- 
cut and prefabricated houses will also continue, making 
possible as the years passed still further reductions in cost, 
and still further increases in the quality and comfort of the 
housing enjoyed by the average worker. 

Not only will the average worker receive, under Indus- 

1 For more details on the place of housing under Industrial Expansion, 
see Chapter XX. 
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trial Expansion, a much larger annual income than he has 
received in the past, but as the housing shortage is gradually 
made up, he wdl find that his rent will buy more and more 
comfortable and satisfactory housing for him and his 
family. 

Industrial Expansion will thus aim to give every worker, 
not only assured employment and larger income, but also 
greatly improved working and hving conditions. Some of 
these elements of better workmg and living can be seen 
now. They include the 5 day week, vacations with pay, 
proper factory working conditions, less slave-driving, new 
jobs if machines destroy the old ones and pay while being 
retrained, fuller protection against sickness, accident and 
old age, better schools, hospitals, medical care, and better 
housing at lower costs. It would take several years to 
realize all these aims. As that is done, new wants will 
appear, and higher aims will be set. Future Industrial Ex- 
pansion programs would insure a continuous further in- 
crease in production. This would in turn provide the 
means to satisfy the unknown wants of the future. So long 
as we continue to plan the use of our resources and our m^n 
power to satisfy our needs without the recurring break- 
downs we have had heretofore, we should continue to 
move forward in a steadily ascendmg spiral of better living 
conditions and fuller lives for us all. 
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VII 

What old age ■pensions can be provided through 
Industrial Expansion? 

Our present industrial system drains a man dry and then 
tosses him aside as ruthlessly as if he were a worn-out tool. 
Except in the few places where pension systems had been 
developed, industry prior to the Social Security law took 
no responsibility for the men who used up their lives in its 
service. When they were old and broken, and more and 
more frequently, while they were still strong but merely 
somewhat slowed down by age, they were pushed aside in 
favor of younger and faster men. Without income and 
usually without savings enough to last for any length of 
time, these old folks were dependent on relatives or charity. 
It is difficult to say which produced the more unhappiness 
or the more desolate lives. 

The Social Security Act marks the first great step toward 
providing for the aged. As yet, the old-age assistance pay- 
ments care for only a small proportion of those who need 
help, while its insurance payments, when they do start in 
several years, will be distressingly low in most cases. 

These are the reasons why old folks and their relatives, 
desperate for help, have turned to all sorts of panaceas in the 
search for relief. Townsend taxes, stamped scrip, and 
many other forms of fancy money have resulted. Yet these 
panaceas evade the fundamental issue, that the only way 
the aged can live better is by our economic system both 
producing increased quantities of goods and services to 
provide for them, and providing the income to buy those 
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goods and services. Industrial Expansion provides a posi- 
tive way to do this on a rational and sound basis. 

At the present time the government has only a limited 
ability to provide pensions to the aged and support to others 
unable to work. The revenues received by government 
agencies are low because of the low level of industrial pro- 
duction and national income. The expenses of the govern- 
ment are high because of the need to reheve unemploy- 
ment, provide public works, and stimulate recovery. 
Temporarily the Federal Government is drawing heavily 
on its credit, and is spending much more than it is taking in. 
That is justified as a temporary “pump-priming” device to 
stimulate general recovery. The need for old-age pensions, 
though, is a permanent need. Government expenditures 
for pensions must be regarded as a permanent continuing 
part of our system. The only way that the government can 
safely assume a permanent burden of paymg adequate old- 
age pensions is by assurmg itself of adequate revenues to 
pay the cost. 

Expansion of industrial employment and production to 
the extent of our resources will greatly increase national 
income. The government will have its revenues increased, 
while the need for relief expenditures will be greatly re- 
duced. It would then be possible to provide far more 
amply for the aged, the handicapped, and the infirm on a 
perfectly sound and sensible basis without any monetary 
magic, unbalanced budget, or new taxation. 

The way in which Industrial Expansion will raise the 
level of government receipts can be clearly seen from pre- 
vious experience. Between 1929 and 193 r, national income 
paid out fell from 79 billion dollars to 62 billion dollars, or 
by 22 percent.^ With federal tax rates remainmg about the 

^ See Appendix, Table i. 
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same, the corresponding federal revenues fell from 4.2 
billions to 2 billions/ Between 1934 and 1936 the national 
income paid out to individuals in the United States increased 
from 51.5 billion dollars to 62 .6 billion dollars, or by 2 2 per- 
cent. The corresponding federal revenues increased from 
3.3 biUions to 5 billions, or by 52 percent,® (Tax rates had 
been increased by the New Deal over the 1929-31 rates, 
but were at about the same levels for 1934 and 1936 in- 
comes.) Both on the way down and on the way up, federal 
revenues thus change relatively more than does national 
income. If the present levels of tax rates were maintamed 
while national income was increased to 80 billion dollars, 
federal revenues (other than Social Security taxes) would 
probably rise to about 9 billion dollars. Revenues would 
rise still further as national income increased still higher. 
A 100 billion national income would mean about 12 to 14 
billion federal revenues, if present tax rates were kept 
unchanged. 

State and local revenues also would rise with increasing 
production and national income. These revenues, how- 
ever, are based largely on real estate and other fixed taxes. 
They are, therefore, not so sensitive to changes in industrial 
production as are federal revenues. Their increase under 
Industrial Expansion would not be so marked as that in 
federal revenues. Even so, with the materially larger 
national income, state and local revenues would increase. 
It would be possible to end some of the sales taxes which 
bear most heavily on those with low incomes, and at the 
same time to increase the state and local support to schools, 
public health, hospitals, and other social institutions. 

2- These and the other revenue figures used in this chapter are the 
revenues for the fiscal years beginning July i of the year stated. 

2 Processing taxes, unjust enrichment taxes, and Social Security taxes 
are excluded from these totals. 
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At the same time that government revenues were going 
up, government expenditures for relief and pump-priming 
woidd be going down. From 1934 to 1937 these expendi- 
tures ran for the Federal Government alone between three 
and four billion dollars, out of total federal expenditures 
(excludmg the veterans’ bonus) of seven to eight billions.’- 
In the 1938-39 fiscal year they will again run high. By the 
time we get up to 100 billion national income, with practi- 
cally no unemployment, one biUion would probably be 
enough to cover the remaining youth and other federal 
recovery and relief expenditures still necessary. 

The way this might work out can be tabulated roughly 
as follows: 


ESTIMATED FEDERAL RECEIPTS AND FEDERAL EXPENDITURES, 
EXCLUDING SOCIAL SECURITY TAXES AND PAYMENTS 


National 

income 

Receipts 

Expenditures for 
present purposes 

Deficit ( — ) , 
or balance (Hh) 
available 

for other purposes 

60 billions 

5 billions 

8 billions 

— 3 billions 

80 “ 

9 “ 

7 “ 

+2 “ 

100 “ 

13 “ 

6 “ 

+7 “ 


Instead of the deficit of about three bilhons at 60 billion 
income, there would be a surplus of two billions at 80 bil- 
lion, and of seven billions at 100 billion.® This surplus 

^From tables attached to Daily Statement of the United States 
Treasury, July 15, 1938. 

^Although national income paid out was 69 billion in 1937, federal 
revenues m the 1937-38 fiscal year showed less increase over the preced- 
ing year than would be expected from this table. That was because of the 
sharp recession in late 1937 and the first half of 1938, which cut revenues 
from current taxes. Had economic activity maintamed the 69 biUion 
level through 1937 and the first half of 1938, 1937-38 revenues would 
have been materially higher. 
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could be used in part to reduce the national debt, and in 
part to cover some of the social needs which are neglected 
today. Aid to the states to provide old-age pensions on a 
much more liberal basis than at present would be an obvious 
part of such increased expenditures. 

Today there are about eight million persons in this coun- 
try over 65 years old.^ In addition, there are other groups 
equally unable to support themselves even if work were 
available. These include the bhnd and deafmute,^ those so 
handicapped they cannot work, mothers with dependent 
children, and destitute rural families without resources and 
incapable of gainful work. Of these, only 1,713,253 aged 
persons, 39,476 blmd persons, and 260,000 families with an 
average of 2 4 children per family, were receiving state, 
federal, or local aid in July, 1938.® The payments made, 
however, were small, averaging only $19 per month for 
the aged, $23 per month for the blind, and $31 per month 
per family for mothers with dependent children. If we 
estimate that roughly seven milhon out of the eight mUlion 
persons over 65 are wholly dependent on their relatives or 
on public aid,* and add in the other classes unable to support 

3 - National Resources Committee, “The Problems of a Changing Popu- 
lation,” May, 1938. 

^ The total number of blmd and deafmutes was 120,573 at the time of 
the 1930 Census. Bureau of the Census, “The Bhnd and Deafmutes m 
the United States, 1930,” Department of Commerce, 1932. 

3 The 642,000 children in famihes receivmg aid to dependent children 
represent less than half of aU the children under 16 with the father or 
both parents dead. It is estimated there were 1,677,000 such children in 
1930. Mortimer Spiegelman, “The Broken Family—Widowhood and 
Orphanhood,” The Annals of the American Academy of Fohtical and 
Social Science^ November, 1936, p 127. 

^ In 1930, one-third of the persons over 65 were “gainfully employed,” 
accordmg to the Census This included, however, many persons only 
nominally employed, and actually receivmg little mcome Today the 
number would be much larger. See Bureau of the Census, Population 
Volume V, “General Report on Occupauons,” Department of Com- 
merce, 1933, p, 1 14. 
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themselves, we would probably have about nine to ten 
million cases in all. Today a total of about three-quarters 
of a billion dollars a year is being spent in aid to such per- 
sons,^ while another half billion is being added to the old- 
age reserve account annually. These payments are increas- 
ing gradually. Even if all the payments to the old-age 
reserve account were used for current expenditures, these 
funds would have to be greatly increased to provide a 
decent standard of living for all people who are in need for 
reasons other than unemployment. 

The present aid to non-employables will gradually in- 
crease as the existing law goes more fuUy into effect. Plans 
are already being discussed to make the old-age insurance 
payments begin earlier than the law provides, and to make 
them more liberal. Under the existing law it would be 
many years before the pensions to most of the recipients 
amounted to as much as $20 a month, while many would 
receive only 1 1 o to 1 1 5 . 

Under Industrial Expansion far more rapid progress 
could be made in providing for those unable to work. 
With the increase in federal receipts and decrease in federal 
expenditures already shown, much larger federal funds 
would be available for these and other desirable social 
purposes, such as greater support to education, health, etc. 
At the same time, with steadily increasing industrial em- 
ployment, the old-age taxes could also be drawn on to 
cover current old-age payments, instead of being placed in 

1 In July, 1938, these payments -were running at an annual rate of 395 
inillion dollars a year for old-age pensions and assistance, about 92 million 
dollars a year for d^endent children, about ii million dollars a year for 
aid to the^ blind, and about 445 millions a year for general relief. About 
half of this last item might be eliminated if there were full employment. 
Social Secunty Board, Social Security Bulletin, Vol. i, No. 9, September, 
1938. P- 39 * 
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reserve as now. The bread, clothes, shoes, and other things 
the present workers will need when they become old can 
not be set aside from present production and stored for a 
generation. Today when we set aside the money that those 
goods represent, we do not succeed in storing the physical 
goods. Instead, by withdrawing money from current ex- 
penditure we reduce the national buying power.^ In the 
effort to set aside money for the future, we are actually 
causing less food and clothes and housing to be produced 
and consumed now. These funds could be better used by 
paying them out in enlarged old-age payments. 

If present federal tax rates were maintained while Indus- 
trial Expansion was increasing national production and 
income, there would be a great increase in federal funds 
available for social uses. A large proportion of these funds 
might be so diverted. If they were added to the funds now 
bemg spent or placed in reserve, how large payments could 
be made to the aged and others unable to support them- 
selves? 

In its first year. Industrial Expansion might reasonably 
be expected to raise national income to between 8o and 85 
billion dollars. As has been shown, this should produce a 

1 At the present time funds deposited in the Old Age Reserve Account 
are bemg used to purchase federal obligations. The money received from 
old-age taxes is thus bemg spent by the Treasury. There is no evidence, 
however, that if these old-age taxes were not being levied and placed m 
reserve that other federal expenditures would be any lower. The new 
federal obhgations would then be sold to banks mstead of to the Old Age 
Reserve Account. The money now collected as old-age taxes would 
then remam in the hands of consumers, and their buying power would 
be correspondmgly increased. If the budget were balanced, the purchase 
of securities for the reserve account would take them out of the hands of 
banks and other private holders. Agam, the funds collected by the taxes 
would reduce consumption, while the funds disbursed to banks and other 
holders of federal obligations would only in small proportion reappear 
in consumption expenditures. 



56 JOBS FOR ALL 

federal surplus of about 2 billion dollars. Of this, half a 
billion dollars might be used for increased federal support 
to education, public health, and other general social pur- 
poses, and two billions be used for aid to the unemployable. 
(Aid to the unemployed would meanwhile continue, but 
on the reduced level made possible by increased employ- 
ment.) Adding this two billion dollars to the i % billion 
already being extended as aid to such groups, or being 
placed in the Old Age Reserve Account, gives 3 billions. 
This would be sufficient to make monthly payments aver- 
aging 130 a month to nine million persons, including aged, 
handicapped, and dependent families. If smaller numbers 
apphed, the average payment could be still larger. Even in 
its first year, then. Industrial Expansion would put the 
Federal Government in position to start paying a minimum 
old-age pension to all dependent persons over 65. In sub- 
sequent years the old-age pension could be increased as the 
national income rose, and the coverage would be extended 
to provide pensions at a lower rate for those between 60 ' 
and 65 years of age. 

It would obviously be unwise and unfair for the old-age 
pensions to be so high as to exceed the average wages of 
full-time workers. Younger men usually have more re- 
sponsibilities to meet. But as real income increases and the 
average wage level is gradually increased, the level of old- 
age pensions could increase likewise, though on a lower 
level.^ 

After a few years Industrial Expansion should be able to 
increase our national income to 100 billion dollars a year 
and provide jobs for substantially all our potential workers. 

^ In all the figures in this chapter, it is assumed that prices and the 
cost of living are held at about present average levels. The wages and 
pensions which could be paid as national production increased would 
thus represent real increases in buying power. 
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At that level of production a federal surplus of seven billion 
dollars would be available, as has been shown, if tax rates 
were meantime kept unchanged. Perhaps five out of this 
seven billion might be used for old-age and other payments 
to unemployables. In addition by that time probably about 
I % billions additional would be available from Social 
Security funds and the regular appropriations for such pur- 
poses, instead of the i ^ billions at the present time. This 
total of 6% billion dollars, if applied to payments to 10 
million aged or handicapped individuals and mothers with 
dependent children, would cover average payments of over 
$55 per month. 

Over the years ahead, the problem of decent incomes 
and comfort for the aged will become increasingly difficult. 
Because of the changmg composition of our population and 
the declining death rate, the number of aged will continue 
to increase much faster than the population as a whole. It 
has been estimated that by 1950 we will have ii million 
persons over 65 years old, and by 1970, 18 million.^ We 
will not be able to care for those persons decently unless we 
use our resources efficiently and to capacity, and unless we 
intensify technical improvements in every way possible 
and then make effective use of them. Only some system 
such as Industrial Expansion will enable us to produce the 
abundant flood of goods and services that our men, re- 
sources, and knowledge are capable of producing. Unless 
we do produce those goods and services, it will be im- 
possible to enable our increasing number of old folks to 
live out their lives in decency and comfort. 

Increased production, such as provided for through In- 
dustrial Expansion, rather than financial sleight of hand, 
is thus the real road to the goal which the Townsendites 

^ ‘Troblems of a Changmg Population,” p. 32. 
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seek. With that goal of a dignified, self-respecting, and 
happy old age for all workers, no one can quarrel. 


VIII 

Will Industrial Expansion increase the 
responsibilities of labor? 

Labor will have equal responsibilities with management in 
working out the expansion programs. Each Industry 
Authority will be composed of representatives of labor, 
management, consumers, and the government adminis- 
trators. Each interest will have an equal vote. When the 
first year’s expansion program is prepared for the industry, 
this group will work out the figures for the mdustry. They 
will estimate the expansion in production and employment 
to be made, and the reduction in cost which will come with 
the larger output. They will work out the reductions in 
selling price, the increases in wages, and the increases in 
profits, which will be possible with the larger sales and 
lowered costs. They will decide whether the wage in- 
creases will be in the same proportion at aU wage levels, or 
whether the workers with the smallest pay will be given 
the biggest boosts. The fight over how much of the gain 
will go to consumers, how much to labor, and how much 
to business, will be argued out in these negotiations. 

The Industry Authority will also make tentative alloca- 
tions of the proposed increases among each concern in the 
industry. How that might be done is discussed in Chapter 
XII. 

Public hearings will then be held. At these hearings the 
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tentative program for the industry will be presented and 
discussed. The labor representatives who helped to frame 
the program will be present to explain the plans from the 
labor point of view. Similar public hearings will be held in 
each sizeable concern of the mdustry, to discuss that con- 
cern’s share in the industry program, and the proposed 
wages and working conditions. 

The Industry Authority will also work with the central 
administration to cross-check the program for its industry 
against the programs for other industries. Where the tenta- 
tive programs do not fit together properly they will be 
revised until a satisfactory balance is secured. These re- 
visions wiU be worked out by negotiation between each 
Industry Authority and the central administration. The 
labor representatives wiU have equal voting power with 
the other members in arriving at the necessary changes in 
the tentative programs. 

After the programs are approved and go into action, the 
Industry Authority will see that the program is being prop- 
erly carried out. The labor representatives will be espe- 
cially concerned with the faithful performance of the pro- 
visions as to employment, hours, and pay. They will be 
constantly in touch with the workers in each concern. If 
any concern fails to increase its number of workers as 
agreed upon, or to follow the hours and wages worked out 
for the industry, the labor representatives will be informed 
by the workers. It will then be their duty to see that the 
difficulties are corrected. If they are not straightened out, 
the matter will then be put before the whole Industiy 
Authority. If it is not able to secure compliance, it will 
refer the violation to the government representatives for 
action. In case refunds to cooperating concerns are used, 
no concern will be able to qu^y for its refund until the 
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Industry Authority certifies that the concern has carried 
out Its agreement under the industry’s expansion program, 
Sirmlarly, the government’s obligation to purchase the un- 
sold production will be conditioned on certification of com- 
pliance with the agreed labor conditions. 

Once the program for the first year is under way, the 
industry will start developing the expansion program for 
the next year. This will be developed in much the same 
way as the first program, with labor having an equal voice 
with management at all the successive stages. 

The equal recognition of labor and management in the 
formulation and administration of the programs, will give 
the representatives of labor new responsibihties and new 
dignity. The workers in each industry, through their 
elected representative, will have a recognized and responsi- 
ble voice in the formulation of the industry’s policies with 
respect to production and prices, as well as to wages and 
working conditions. 

The basic objective of Industrial Expansion is to increase 
employment, production, and consumers’ incomes. The 
whole program will be directed to the same end that organ- 
ized labor is seeking, higher incomes and better conditions 
of work and life for its members. In working out the ex- 
pansion programs for each industry arguments will arise 
over how far, how fast, and how much. The arguments 
will be over how much progress can be made in a given 
year, not over the direction in which to move. In line with 
the basic purpose of establishing decent minimum incomes 
for all workers, wages will generally be pushed up faster 
for low-paid workers than for those further up the scale. 
Unions may insist, however, that organized workers be 
preferred, and may tell low-paid workers that they too 
must organize and carry their part of the struggle if they 
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are to share fully m the gains. Workers will be assured that 
each succeeding year their pay will be raised by successive, 
though gradual, increases. They will also be assured that 
the benefits of higher income will not be taken away from 
them by offsetting increases in living costs. The gams they 
make in income will be gams in real purchasing power, not 
fake gains cancelled out by higher prices. 

Labor representatives will find themselves fighting on 
the same side as the representatives of government and con- 
sumers. The problem will be to arrive at that rate of steady 
progress which can be maintamed year after year. The 
gains in the first years will come quickly as jobs are made 
for those unemployed, and as output goes up rapidly from 
putting people to work. In later years the gams will be less 
rapid, as they will depend on the subsequent steady tech- 
nological advance. As the rate of gam slows down, the 
struggle over the division of the production may become 
more severe. 

Heretofore, the problem of labor has been to see that 
workers get their fair share of a limited output. Labor 
unions have grown up in this tradition of class conflict. 
They have learned from sad experience that if workers did 
not insist on getting their full share, employers would get 
too much, and workers would get too little. 

This traditional point of view of labor, that wage nego- 
tiations are part of a class struggle, would probably cause 
some difficulties when Industrial Expansion programs were 
first worked out. Those programs would depend on seeing 
that more was produced all around, so that there would be 
more for everyone. There would be real danger that labor, 
given its increased power, might try to get too much in- 
crease in wages right at the beginning. If the program were 
put into action at a time when unemployment was heavy 
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and part time was general, it would be more important to 
get more men at work and to get them all working full 
time than it would be to try to raise hourly wages a lot right 
at the start. Labor might deadlock the whole program by 
insisting on too great wage mcreases right away while pro- 
duction was still low. In this, as in other phases of the pro- 
gram, widespread public discussion of the issues involved 
would be needed to prevent undue demands from any one 
group, and to maintain support for the programs as a 
whole. 

Labor has often been accused in the past of trying to in- 
crease employment by restricting output. That point of 
view is the natural result of an industrial situation of heavy 
unemployment and no sure jobs for those displaced by 
progress. The current attempt to pass a federal law limit- 
ing the length of freight trains is one example. Many other 
efforts of labor to hold down on output in order to increase 
employment might be cited. Such efforts occur both 
among organized and unorganized workers.^ This tradi- 
tional attitude of labor might cause conflicts in the formu- 
lation of the early expansion programs. It would be neces- 
sary for labor to get the viewpoint that under Industrial 
Expansion future increases in wages depended in large part 
on future increases in output per worker. To the extent 
that the discussion and negotiations of the expansion pro- 
grams helped workers to see that clearly, better labor co- 
operation in moving forward to greater total output could 
be secured. 

Through the public hearings on the expansion program, 
the individual workers would have the opportunity to hear 
and participate first hand in a discussion with those who 

1 See Stanley B Mathewson, “Restriction of Output Among Unorgan- 
ized Workers,” The Viking Press, 1931. 
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were helping to frame the program. This first-hand dis- 
cussion of the pros and cons should help to change the atti- 
tude of labor already referred to. If the individual workers 
understood fully how the programs for larger production 
and employment were being developed, and the way in 
which these would provide for gradual and steady increases 
in wage rates, they would be less inclmed to insist on im- 
possibly large increases in wage rates right at the start. 
Industrial Expansion would not do away with the need 
for labor organization but would alter its function. Labor 
leaders would have to concern themselves not only with 
labor’s battles for wages and working condmons, but also 
with industrial policies with regard to production, prices, 
and profits. The leaders of labor would have to become 
economic statesmen as well as effective organizers and 
powerful leaders. Workers would gradually learn to see 
themselves as part of the whole industrial picture, rather 
than merely as opponents of their employers. Employers 
and labor would have a positive way to work together for 
increased production and more prosperity for both groups, 
rather than feelmg that the loss of one party was the gain 
of the others. Industrial Expansion would bring new duties, 
new responsibilities and new opportunities to the rank and 
file of labor. 


IX 

Do ive have to discover a new industry to put the 
unemployed to work? 

New jobs need not wait on new super-luxuries, like tele- 
vision sets and air-conditioned private monoplanes. Giv- 
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ing work and reasonable minimum incomes to the lower 
half of our population will open up tremendous new mar- 
kets to be satisfied. They do not demand new luxuries, but 
merely staples. There is plenty of work for all our idle 
people for a long time, just mainng the ordinary everyday 
thmgs all around us. 

Millions and millions of American workingmen have 
never enjoyed just the simple creature comforts that most 
middle-class families take for granted. There are large 
groups of these underprivileged families in every large city. 
They are hard working, earnest people, trying their best 
to get along. They’ve never had simple comfortable homes, 
with enough space for decency and some privacy. In 
typical American cities, 8 percent of the families have homes 
completely without running water, and 33 percent are 
without running hot water. Almost one-quarter (23 per- 
cent) have no bathrooms. Ten percent use oil lamps for 
lighting. One-skth have no refrigeration, and one-sixth 
have no indoor water closets. Over one-quarter (27 per- 
cent) have neither gas nor electricity for cooking, and 
must use coal or wood ranges or oil stoves.’- 

Many American families lack glass in the windows to 
keep the drafts out in winter, and screens to keep the bugs 
out m summer. Many lack a tight roof to keep the rain out 
and the heat in. They’ve never had decent house furnish- 
ings. They lack not only beds with springs and mattresses, 
but simple rugs on the floors, sheets and blankets for the 
beds, tables and desks to eat and write on, chairs to sit on, 
and dishes and linen for the table. Their families haven’t 
enough clothing to be clean and comfortable at work, and 

1 These data are for % cities la 1934. See “Real Property Inventory, 
1934. Summary and Six^Tour Cities Combmed,” U, S. Dept, of Com- 
merce, Bureau of Foreign and Domestic Commerce, 1934. 



DISCOVER A NEIV INDUSTRY? 65 

to dress up occasionally for church or pleasure. They 
haven’t the right kind of food to hve and grow on. They 
need vegetables, fruit, eggs, milk and other protective vita- 
min-rich foods necessary for youngsters to build good bone 
and muscle, and for grownups to keep healthy. And then 
besides these rudiments of shelter, clothmg, and food, mil- 
lions and millions of them have never had a real chance at 
movies or trips or ball games or doctors’ care or newspapers 
or books, or any education except the most meager. 

As the outlet for farm products improves, and farm in- 
comes rise, farmers too can vastly increase their present de- 
mands. In the South alone, nearly two million tenant 
famihes with ten million people in them, live in cabins where 
running water and bathrooms are practically unknown. 
They frequently have rough wooden doors for windows, 
with a creaking metal bed the mam article of furniture. 
Often their clothes are of flour sacks with overalls for 
dress-up. They and their children work hard and long, for 
weeks and months on end, at cotton cropping and cotton 
picking, backbreakmg tasks. The schools open late in the 
fall and close early in the spring so as to leave plenty of 
time for the children to work on the crops. The two or 
three hundred dollars cash the average family takes in in a 
year barely covers the poor food and clothing they keep 
alive on. 

The cities show housing almost equally bad. In every 
city of the land there are endless blocks of dreary tene- 
ments and slums or down-at-the-heel residences in sections 
we mostly avoid or hurry through. If we should go m, we 
would find families hud^ed together, sleeping four or more 
to a room, with little furniture or clothmg and less heat, 
barely keeping alive on scanty relief payments and free 
surplus foods. In 1935, in a city like Chicago, one-tenth 
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of the families ^ lived this way, with less than $500 a year 
to spend. They kept going only by using up past savmgs 
or going into debt, to the tune of more than $200 per family, 
on the average. In New York City, one-sixth of the new 
generation is growing up in families like this, on relief.^ 
The recent study by the Public Health Service ® showed 
that such families, iU-housed, under-fed, and poorly 
clothed, have the least resistance to disease. They are sick 
57 percent more often than well-to-do families. They stay 
sick 63 percent longer. One in every 20 family heads was 
unable to seek work because of disability, as compared with 
one in 250 family heads from those relatively plutocratic 
families with incomes of $3,000 a year or more. These 
latter are better prepared to resist sickness and are better 
cared for when they are sick. 

Invention and technical progress will not stop. We wiU 
continue to develop new thmgs to make and new wants to 
satisfy. We will continue to find ways of making the old 
thmgs better. Radio sets may give way to television sets. 
Autos may give way to airplanes or helicopters. Gasoline 
will run out and be replaced by liquified coal, alcohol, wood, 
gas, or other new explosives. Synthetic chemicals may re- 
place cod-liver oil and even milk. The possible standard of 
living and enjoyment will contmue to rise in the future as 
it has in the past. 

But along with a continuing rise in the standard of living 
for the fortunate few must go a sustained effort to bring 


^ The precise figure was 9 5 percent. Preliminary report on “Incomes 
Received and Rents Paid by Chicago Families,” Urban Study of Con- 
sumer Purchases, U. S Dept, of Labor, February, 1937. 

2 “National Health Survey* 1935-36, Preliminary Report C,” U. S. 
Pubhc Health Service, 1938. 

s See “Preliminary Report, Bulletin No. 2. The National Health Sur- 
vey; 1935-36 ” U. S. Public Health Service, 1938. 
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the dispossessed classes up to a minimum standard of com- 
fort. The great mass of our population now lives far below 
the standard of living that our present knowledge makes 
possible. They cannot even share in the things they them- 
selves produce. The cotton picker and the southern textile 
hand dress in shabby clothes and sleep without sheets. The 
building mechanic or laborer lives in old rundown shacks 
or city slums. The children of many dairy farmers have 
only margarine and skim milk. The automobile workman 
cannot afford the shiny new cars he helps btuld. No new 
inventions are necessary to let these people share in the 
consumption of that which they themselves help produce. 
No, there is no need of super-radios or ever more luxuri- 
ous yachts and airplanes to give work to the outcasts from 
our present civilization. We already know all about how 
to make the things they need. We already know all about 
how to train nurses and doctors to care for them, teachers 
to educate them, foremen to rehabilitate and direct them, 
and storekeepers, farmers and factory workers to produce 
what they need. The simplest food, shelter, clothing, and 
health and recreation; that is all they ask. What we haven’t 
yet discovered is how to keep them at work to produce the 
fanuhar things they need, and how to provide them the 
income to consume and buy what they help produce. Do- 
ing just that is one of the aims of the Industrial Expansion 
proposal. 
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X 

Will continued technological advance make it 
impossible to have jobs for all? 


When we see a new continuous-strip rolling mill turning 
out with the labor of 25 men, as much steel as 400 to 500 
men used to turn out, or when we see an “electric eye” 
rejecting imperfect parts as fast as twenty inspectors could 
do the job, and even more accurately, we are very likely to 
say: “How can new jobs ever catch up with such ma- 
chines? There’ll never be work for the men they displace! ” 

Men have felt the same way many times in the past. 
When spinning and weaving machines were first intro- 
duced, the displaced weavers tried to burn them down or 
outlaw them. When railroads began to come in, canal boat 
operators and stagecoach workers lost their jobs in great 
numbers. The grain harvester, and then the combine, dis- 
placed a whole army of field hands that used to follow the 
wheat harvest north. In each of these cases tens or even 
hundreds of thousands of workers were displaced. In each 
case they or their children were eventually reabsorbed in 
other expanding industries. 

Today the job of industrial reabsorption is slower. It 
often seems that technological displacement is throwing 
men out of jobs faster than expansion elsewhere is absorb- 
ing them. TTiere are three reasons for this slowing down 
of the rate of reabsorption: 

First, corporations control price policy today so that 
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new processes and lower production costs do not mean 
lower prices or higher wages as mevitably as they did when 
competition was more effective. If competition did work 
effectively, so that prices were reduced as fast as labor 
efficiency was increased, consumption would be stimulated. 
Consumers would have more money left to buy other prod- 
ucts. Demands both for the immediate product and other 
products would increase, and new jobs would be created. 
But under corporate price control, the lower production 
costs which result from technical advances do not neces- 
sarily result either in higher wages or m lowered prices. 
On the contrary, a large part of such gams is frequently 
retained as larger profits, larger surpluses, and higher divi- 
dends. The decline of competition has disrupted the 
competitive mechanism by which the benefits of mcreased 
efficiency and fewer men at work should be passed on to 
consumers as lower prices, and to workers as higher wages. 
The dechne of competition thus tends to keep improved 
processes from appearing again as mcreased demand and 
more jobs. 

Second, our economy is passing its stage of physical ex- 
pansion. We have no new continent to exploit, develop, 
and people. As we settled the continent, every new road 
we opened, every new railroad we built, opened up new 
territories. These in turn demanded houses, grain elevators, 
factories, stores, streets, to develop and exploit their re- 
sources. The question then was not that of today, where 
can we find use for superabundant capital funds, but 
rather, where could we find the capital to develop the un- 
tapped resources on every hand^ Capital was invested as 
rapidly as it could be secured, and the expanding capital 
investment carried employment and consumption along be- 
hind it. It did not matter whether the workers’ buying 
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power matched the current production or not, for expand- 
ing mvestment would soon make new jobs for workers and 
give them more buymg power. 

Today, on the contrary, the new inventions, such as 
radio, airplanes and air-conditioning, are more and more 
devices which can increase the consumer’s welfare, but 
which do not of themselves open up great new fields of 
capital expansion. Whereas in the past capital expansion 
preceded business activity, now it takes rising business ac- 
tivity to produce capital expansion.’^ Today, unless the 
consumers’ buying power can keep pace with current pro- 
duction, everything lags. Every effort must therefore be 
centered on keeping the buying power of workers and 
other consumers large enough so that they themselves can 
buy and enjoy the things they produce. If this cannot be 
done, consumer buying will lag behind production. Then 
capital investment shrmks too, and the whole industrial 
machine goes into a declme. 

Thkd, our rate of population growth has slowed down. 
During the last century, our population was increasing by 
about one-third each decade. Early this century the rate 
fell to about one-fifth.® Now it has dropped to about a one- 
sixteenth increase each decade. By 1950, our population 
will practically have ceased to grow. This decline in popu- 
lation growth has a number of different results. Directly, 
it slows down industrial expansion by reducing the number 
of new mouths to be -fed, new backs to be clothed, new 
families to be housed. Although internal migration may 
still continue the growth of many cities for a long timp. 
ahead, construction for the steady general expansion of 

iSee Gerhard Colm & Fritz Lehmann, “Economic Consequences of 
Recent American Tax Policy,” Supplement i. Social Research, 1938, pp. 
3-9 

® See Table 2 at end of this book for data on population. 
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streets, sewers, subdivisions, pavements, schools, in all of 
our towns and cities, is rapidly becoming less important. 

An equally significant effect of the decline in population 
growth IS the mcreased difficulty it creates m readjusting 
to technological changes. In a rapidly growing population, 
it does not make so much difference if one occupation is 
becoming relatively less important, for the general popula- 
tion growth may outstrip the rate of dechne in that occu- 
pation’s importance. AU the adjustment can be made by 
changes in the choice of occupation by the younger genera- 
tion. It was far less of a shock for the son of a stagecoach 
driver to grow up to become a brakeman or fireman for the 
new-fangled railway than it was for a hostler or coach- 
man himself to have to become accustomed to the ways of 
the iron horse. In 1 9 1 0, very few of the old cabbies became 
taxicab drivers. They largely left to their children the job 
of adjusting themselves to the new machine. But when 
population is stationary, adjustment to technological 
changes cannot be made by such relatively easy shifts by 
the oncoming generation. The glassblowers displaced by 
machines need new employment today. The miners dis- 
placed by mechanical mining, by other sources of power 
and by increased efficiency in the use of coal, stiU haunt 
the dead coal towns, waiting for their accustomed work 
to do. 

Reabsorption of the technologically unemployed today 
is thus no longer an automatic process. Industrial Expan- 
sion, by tapping the markets for goods needed by our un- 
derprivileged, would greatly simplify this problem, for it 
would provide new jobs for many in the expanding indus- 
tries. A large proportion of the men without work have 
lost their skill and are not now competent to be reemployed. 
As already indicated, conscious retraining programs on a 
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wide scale would be necessary to help prepare them to re- 
turn to work, and to help fit them back into jobsJ The 
question would still remam, though, whether technological 
displacement would still outrun reabsorption, even if 
planned Industrial Expansion programs were being fol- 
lowed in all major industries. 

So far as the demand for the products of mdustry is con- 
cerned, consumers’ needs are almost insatiable. Every suc- 
cessful man who has moved up progressively from position 
to position has had the experience that family standards of 
livmg rise equally as fast as income. At $5,000 income a 
year, it proves no easier to balance the family budget than 
It was when he was making $2,000 or $3,000. If he is one 
of the relatively few fortunate ones who rises to a $10,000 
or even $15,000 income, he still finds it difficult to hold the 
family expenditures inside his income. (Even in prosperous 
1929 only 1.2 percent of all farmhes had incomes above this 
last figured) Of course, for the very few whose incomes 
rise to astronomical figures, the pressure of personal ex- 
penditures is not so great. Even after paying over a large 
slice of their milhon-dollar incomes in income and other 
taxes, they still have ample funds left over for expanding 
their investments, creating trusts and other charitable and 
tax-free foundations, and gifts. But it is not with such in- 
comes that ordmary mortals are concerned. 

Even if Industrial Expansion were sufficiently successful 
so that it did eventually push minimum family mcomes up 
to $2,500, that would still provide only a very moderate 
standard of living. As previously poor families adjusted 
themselves to that modest standard, and had some taste of 

1 See Chapter VI for the definite retraining Industrial Expansion will 
provide 

2 “America’s Capacity to Consume ” The Brookings Institution, 1934, 
p. 228. 
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the delights of recreation and travel, new demands would 
appear. After a time $3,500 instead of $2,500 would seem 
a more reasonable and practical minimum. The gradual m- 
crease in national production and in output per worker 
would make that attainable for most families. There would 
be effective demand for all that could be produced, even 
though each man kept on producmg more and more. 

Within the limits of available resources, there seems little 
danger that the output of thmgs will outrun the desires of 
people for those thmgs. 

Besides producing more goods, an increasing efficiency 
of labor can be taken up in other ways. More time spent in 
school is one of these. The age of leaving school is con- 
stantly tending upward. Today most families feel that a 
high school education is essential for every child. The 
numbers in colleges are constantly increasing. College 
education is valuable not only because it teaches boys and 
girls how to get along better in the world as producers, but 
also because it can teach them how to live more deeply and 
more understandmgly. We have always placed too much 
emphasis on producmg, and too little on knowing how to 
live. We make production an end in itself, rather than a 
means to more gracious and more satisfying living. We 
may be moving toward a time when college education for 
everyone is taken for granted, as high school traimng is in 
our more prosperous sections today. Such training should 
help us to make better and more satisfying use of the in- 
creased time for leisure, and perhaps of an earlier age of 
retirement, both of which continued technological advance 
will make possible. 

Too much of everything is almost a physical impossi- 
bility. This is evident from the whimsical definition “There 
will be an absolute overproduction of all goods and serv- 
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ices when each man earns lo percent more than his wife 
can spend.” 

A second way in which increasing efficiency of labor can 
be used is in shortening the working time. Leisure has a 
value to men, as well as goods and services. Personally, I 
believe we should not reduce working time below a 40- 
hour 5-day week, and 1 1 months of work and i month 
vacation, until total output has mcreased far above present 
levels. I beheve that not until levels of production and con- 
sumption are raised to far above what they now are, would 
most men voluntarily choose more leisure rather than more 
income. Later on as higher efficiency was needed, still 
shorter hours could be adopted. 

An effective system of industry-wide planning, voca- 
tional retraimng of those thrown out of work by machines, 
later entry on work and earlier retirement, and shorter 
hours, will help keep pace with increasing efficiency. But 
there might stiU be a limit to how fast men can be shifted 
from one job to another, to how fast the economy as a 
whole can make effective use of aU the techniques that may 
be discovered. If Industrial Expansion permitted all new 
technical improvements to be put into use as rapidly as 
they were discovered, they might throw men out of work 
faster than new jobs could be planned and created for them. 
If such a situation should develop the rate of introduction 
of new techniques might need to be brought under the in- 
dustry plans, as well as the production, employment, and 
price and wage policies. The rate at which new discoveries 
and improvements were introduced would thus be limited 
to what the business and industrial world could absorb 
without breakdown. A somewhat slower rate of technical 
progress would be consciously selected as preferable to such 
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increasing dislocations of industry as would produce a 
steadily rising unemployment. 

Planning the rate at which new mventions were put into 
use would involve unknown difficulties. Planning Indus- 
trial Expansion alone will be difficult enough, but at least 
the kind of facts needed for it are known. It will involve 
facts such as production, consumption, new materials, labor, 
prices, wages, for each of the many products involved, with 
the existing equipment and present methods of production. 
Further particulars will be needed, as to the relation of the 
rate of operation to the labor needed, and to overhead and 
other costs. About all that has been done on the progress 
of technology, however, has been either to study the effect 
of particular important inventions, or to fit long-time 
trends to the increase in output per worker. Actually 
planning the rate of technological adoption would involve 
far more detailed and specific investigations, by methods 
which have not yet been worked out. In view of these 
difficulties in the way, not until Industrial Expansion pro- 
grams had been operating for some time could the planning 
begin to consider this phase of the problem. 

In the past many have beheved that the argument “It will 
slow down technical progress” was a final and conclusive 
demonstration of the unwisdom of any proposed step. But 
when technical progress goes at such a rate that the exist- 
ing economy cannot adjust to it, it fails to be useful. In- 
stead of producing a general rise in the standard of living, 
it depresses an increasing sector of the population to out- 
casts, with no participation even in the previous average 
standard of living of workers. A system that raises the 
standard of the fortunate portion of the population still 
employed, while degrading a constantly increasing proper- 
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tion to social and economic outcasts, is not true progress. 
Planned Industrial Expansion will, I believe, make it possi- 
ble for industry to adjust itself to a more rapid rate of tech- 
nical progress than it has been able to stand m the past. 
Even if finally some restriction has to be placed on the rate 
of technical progress, in the interest of maintaimng sub- 
stantially full employment and rismg standards of living 
for all workers, that will be no shortcoming. It will be 
better to carry all our people forward to higher standards 
at a moderate but continuous rate, than to continue to raise 
the welfare of the “have’s” at a dizzy rate, while constantly 
increasmg the proportion and the desperation of the “have- 
nots.” 

Technological improvement will continue to be a serious 
problem even with Industrial Expansion, and one that will 
require study and planning. It should not be an insoluble 
one. 





PART III 

INDUSTRY AND BUSINESS 




XI 

How much will each industry expand? 


If Industrial Expansion is put into operation at a time of 
economic depression, its first year will provide for a big 
over-all increase in production and employment. The in- 
crease will be as big as the major industries can safely take 
care of in one year. The second year’s program will pro- 
vide for a further increase, perhaps not quite so big a jump. 
The next increase, for the third year, will probably take 
production up pretty near to the existing capacity in most 
industries, and will about finish providing jobs for the em- 
ployables among those now unemployed. Each year’s pro- 
gram after that will provide a further increase, but it will 
not be so large as the increases for the fibrst few years. New 
factories will have to be built, and new methods of saving 
labor will have to be introduced. Once all our workers are 
fully employed, production can increase only as our popu- 
lation grows or as we make each day’s labor produce more. 
That will go slower than just putting our idle men and idle 
machines back to work in the initial programs. 

From the beginning the rate of increase in each industry 
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will have to be adjusted to the prospective market for the 
products of that industry. If all industries expanded by the 
same percentage, there would be too much of some things 
and too little of others. To work properly, the percent of 
expansion should be different m each industry. How much 
should each industry expand^ How can that be deter- 
mined? 

Most business concerns or trade associations have 
studied the factors which affect the demand for their prod- 
ucts. If industrial activity and national income increase lo 
percent in a year, they know about how much that will 
mean in increased markets for steel, or motor cars, or furni- 
ture, or tires, or lumber. If they knew how much increase 
in national income they could count on, they could tell for 
themselves how much increase that would mean m demand 
for their products. So the first step in figuring out how 
much each industry will expand the first year wdl be to 
decide how much the over-ail increase in national income 
should be. The central Industrial Expansion Administra- 
tion might reach this decision, after consulting the repre- 
sentative agencies for the several major industries. If we 
were starting today, for example, it might be decided to aim 
at a national income of 8o billion dollars in 1939. That 
would be 10 billion dollars, or about 14 percent, larger than 
the 70 billion dollar income of 1937. 

Each major industry would then figure out how much 
more product it could sell with a 14 percent increase in the 
national income. This estimate would be worked out by 
each Industry Authority after investigation and discussion. 
In industries where rapid technical progress or full-volume 
operation made lower prices possible under the program, 
the effect of those reduced prices in further stimulating 
sales would also be allowed for in estimating the probable 
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market. After each industry had worked out its figures, 
they would be checked one against another. The increase 
m production under the cement program, for example, 
would be checked against the increases worked out for 
housing construction, road building, and factory construc- 
tion. The increase in each kind of goods to be sold to con- 
sumers would also be checked against what consumers 
would probably buy with their increased income.^ When 
these cross-checks showed gaps or inconsistencies between 
the different programs, modifications would have to be 
made in the preliminary industry estimates until they all 
fitted together, and added up to the proposed increase m 
national production and in national income. 

Some idea of the extent to which the rate of expansion 
might vary as between different industries is given by their 
previous changes with high or low industrial activity. 
Studies of these past changes indicate that with an increase 
in national income from 70 billion to 80 billion dollars, a 
14 percent rise, the rate of increase in different selected 
industries would vary widely. Tentative estimates of the 
increase likely to arise in some different industries are as 
follows: ® 

Foodstuffs: 

Flour milling 1.5 percent, meats 6 percent, bakery prod- 
ucts 7 percent, tobacco manufacture 8 percent, canning 
and preserving fruits and vegetables 12 percent, candy 
14 percent. 

Clothing: 

Boots and shoes 14 percent, silk and rayon goods 18 per- 
cent. 

1 How this estimate of what consumers would buy would be worked 
out IS discussed m the next chapter. 

2 Data from Gardiner C. Means, “Patterns of Resource Use,” Tech- 
nical Report, National Resources Committee, 1938. 
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Furnishings: 

Fumitiire 25 to 30 percent, pottery 31 percent. 

Other consumer goods: 

Tires 16 percent, automobiles 45 percent. 

Building materials: 

Cement 16 percent, paint and varnish 22 percent, lum- 
ber 35 percent. 

Other materials: 

Anthracite coal 8 percent, bituminous coal 17 percent, 

copper 54 percent, iron and steel 39 percent. 

Machinery: 

Electrical machinery 41 percent. 

Railroad freight 23 percent. 

These changes in individual industries are based upon 
the records of how each industry has expanded durmg 
boom periods in the past. In general, we have expanded 
capital goods too fast during such past periods. In a prop- 
erly balanced expansion there would be such a balance 
between capital goods and consumer goods as could be 
maintained without subsequent sharp contractions in capi- 
tal goods production. Such a planned expansion might 
therefore show somewhat larger increases in food, clothing, 
furnishings, and other products for consumers’ use, and 
somewhat smaller increases in capital goods, than is shown 
in the data above. Even so, these data suggest how very 
different the rate of expansion might be for different indus- 
tries. 

The increased efficiency under Industrial Expansion pro- 
grams will make it possible to reduce prices in some indus- 
tries, as was indicated in Chapter IV. In other industries 
such as textiles, where higher output per worker cannot be 
readily obtained, it may prove impossible to raise wages to 
the new higher levels without increasing prices. These 
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price changes will have to be adjusted so that as a whole the 
decreases balance oflE the increases, and so that the average 
cost of living is not increased 

In estimating how much each mdustry will expand, it 
would be necessary to take account not only of the pro- 
posed increase in the national buying power but also of the 
effect of changes m prices on the demands for each product. 
Industries that can reduce their selling price, such possibly 
as steel, cement, and automobiles, will be able, as a result, 
to get a somewhat larger mcrease in sales than they could 
otherwise count on. Industries where it is found necessary 
to increase prices will have to discount somewhat the ex- 
pansion in sales that they might otherwise be able to re- 
ceive. The figures just shown have not been adjusted to 
take account of this phase of the problem. 

When the first Industrial Expansion programs are under- 
taken data will not be available to work out in advance aU 
the interrelations between the different industry programs. 
Instead, the early programs will have to be based upon the 
results of past experience so far as it can be measured and 
made available. For example, in the railroads past operating 
records are available as a statistical base. Analysis of these 
records will show how much increase there is hkely to be 
in freight and passenger traffic to be carried, with an in- 
crease of 14 percent in national production and income. 
They will show how much more coal will be needed, and 
how many more men will have to be employed, to handle 
the increased traffic. They will also show how many en- 
gines and freight cars are in bad condition, and how many 
miles of roadbed will have to be reconditioned to handle 
the increased traffic. From these data it will be possible to 
estimate the quantities of locomotives, engines, cars, rails, 
spikes, and ties which the railroads would need to purchase 
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during the first year of expansion. 

Besides the immediate requirements for reconditioning 
plant and expandmg capacity where necessary to eliminate 
bottlenecks, the expansion programs will mclude long-time 
plans for the increase of operating equipment to provide 
for the further mcrease of production in future years. 
These might be left out of the first year’s program, until 
increasing business and profits proved to busmess that it 
could afford to expand its mvestment to take care of stUl 
greater increases in production under subsequent programs. 
For these subsequent years the railroad program would also 
show the purchases it would make from the railroad equip- 
ment industries each year of streamlined passenger trains, 
new locomotives and cars, and other equipment, and the 
steel, cement, wire, and electrical equipment it would need 
in expanding its other facilities.^ 

The estimates of increased traffic and increased purchases 
by the railroads will need to be worked out not only for the 
country as a whole, but also for the railroads in each geo- 
graphical region, so that the increase in production can be 
balanced as well as possible with the increases in demand in 
that area. This would be especially important for heavy 
products like coal and cement, so as to reduce the hauling 
expenses to as little as possible. The records of each major 
railroad would be used in this connection to show the sec- 
tion of the country from which it usually purchased its coal, 
cement, and steel. The expansions in future demands would 
presumably follow the pattern of these previous purchases, 
at least under these first few programs. In some cases coal 
or steel may now be transported uneconomically long dis- 
tances, as a result of agreements between companies to buy 

1 See Chapter XIII for a discussion of one way the details of plant ex- 
pansion might be planned. 



HOW MUCH WILL INDUSTRY EXPAND? 85 

each other’s products — “You scratch my back and I’ll 
scratch yours!” As the market widened and each concern 
found ready sale for all it was producing, the shortage of 
orders which has led to the development of these reciprocal 
purchasmg agreements or understandmgs would be re- 
moved. Further busmess would develop along more 
economical lines. 

It will obviously be a tremendous job to work out esti- 
mates of this sort for each industry covered by the pro- 
gram. In addition, estimates will also have to be worked 
out of requirements for the industries not in the program. 
Their activities too wdl increase as a result of the expansion 
in business activity as a whole. Prospective demands of 
pubhshers for paper and machinery, of retail and wholesale 
selling agencies for supplies of all sorts, and of miscellane- 
ous small manufacturing industries for supplies to meet 
their increased demands, will all have to be estimated as 
well as they can. 

In the process of cross-checking the preliminary expan- 
sion plans of each industry, the estimated requirements for 
major products of other industries will be brought together 
and summarized. The iron and steel industry, for example, 
will be concerned with the prospective increase in pur- 
chases of structural steel for factories, office buildings, and 
public buildings; of steel sheets for automobiles, railroad 
equipment, and similar uses; of special steels for the ma- 
chinery and tool industry; of steel ingots and pig iron for 
many miscellaneous uses; and so on for other products. 
Adding up the estimates of all these other industries that use 
steel, the steel industry will be able to compare these esti- 
mates of how much more iron and steel they will want to 
buy with its own figures on how much more steel it thinks 
it can sell. The Industry Authority of the steel industry 
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will then check its own program with the Authorities for 
each of these other industries, find the reasons for the dis- 
crepancies, and work out whatever modifications in each 
program are needed to brmg them into reasonable harmony 
with one another. 

Even though no expansion programs are prepared for 
wholesale and retail trade, their cooperation will be sought 
in planning the prospective expansion m the production of 
goods for sale to consumers. The great merchandising 
organizations such as the mail-order houses, the grocery 
and shoe chains, the cooperative buying orgamzations of 
independent stores, the drug chains, the 5 and lo-cent 
stores, and the department stores, all have records which 
show very clearly the relation between changes in national 
income and changes in consumers’ demands. They will 
be asked to estimate how much the increase of 14 percent 
in national income will mean in increased sales of the prod- 
ucts they handle. Even though selling is not brought 
within the planned area, it can thus aid in making its knowl- 
edge and records available to help see that the production 
programs are soundly and properly drawn. 

The process of cross-checking the programs between the 
different industries, and revising them to make them con- 
sistent, could not be carried out m full detail while the first 
year’s program was being developed. As programs are 
developed for succeeding years, the process wiU be carried 
further and further, insuring increasing effectiveness in the 
programs, and fewer emergency changes after each year’s 
programs are under way. 

The degree of expansion for each industry can thus be 
based on two estimates. The first of these will be the in- 
dustry’s own estimate of how much the market for its prod- 
uct will expand. The second wiU be the estimate of the 
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industries that use or sell its product as to how much addi- 
tional supplies they will need. From these two sources of 
information, checking one another, it wdl be possible to 
draw the plans for the expansion in each industry’s opera- 
tions in such a way that each industry will produce very 
closely in line with what the expandmg market will be 
ready to take of its particular products. 


XII 

Can production quotas be divided between 
competing business concerns! 

After expansion programs are drawn up for any industry 
the problem will still remain of splitting up the planned pro- 
duction among the concerns in the industry. With a 14 
percent increase in national income under the first year’s 
program (to bring it to an 80 billion total) the shoe in- 
dustry’s program might call for a 15 percent increase in 
shoe production. How can that iacrease in production be 
distributed between the different shoe manufacturing 
concerns? 

The method of allocation will be left to each industry 
authority to work out. The way of doing it may be differ- 
ent in one industry from what it wifi, be in another. The 
simplest way to distribute the quotas of increased output 
would be to prorate them among all the shoe concerns 
either in proportion to their current production or in pro- 
portion to thek average sales during the past two or three 
years. Some industries may prefer to base the allocation on 
existing capacity, excluding obsolete machinery. Some 
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concerns which are already operating close to their capac- 
ity might have to build a new factory to use the larger 
quota, so may prefer not to increase production. In that 
case their share of the increase would be distributed among 
the remaining firms. 

After the industry authority has assigned the increase in 
production that each shoe company is expected to make 
another difficulty will arise. What is to be done if some 
company can’t sell all of the shoes it has agreed to produce, 
and if another company has orders for more than its allotted 
production? 

It is a serious question whether every shoe concern 
should be held exactly to a predetermined quota. To do 
that would mean that no new concern could ever get 
started in the shoe business. It would also mean that if one 
concern was more efficient than the others, and produced a 
better shoe for less money, there would be no way it could 
go ahead and grow. The use of a rigid quota system might 
stifle all competition between concerns and prevent the 
more efficient and progressive ones from forging ahead. 
That would be a very unfortunate result, and would tend to 
slow down economic progress. 

The quota system can be modified to make it more flex- 
ible, and that would probably be the thing to do. Instead of 
giving each shoe company a flat quota of 1 1 5 percent of its 
past production, it could be given a variable quota with an 
upper and lower limit. In this industry a 10 point leeway 
above and below might be enough. Each shoe concern’s 
quota then would be not less than 105 percent nor more 
tlian 1 2 5 percent of its previous production. Each concern 
will be guaranteed a market for its production up to 105 
percent. If it sells less than that much, the government will 
buy the surplus. No concern shall sell more than 125 per- 
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cent until all other concerns in the industry have sold up to 
their 105 percent. 

Under this flexible system progressive concerns wfll have 
a chance to get ahead. Likewise, unprogressive and high- 
cost concerns will gradually become less important. When 
the program for the second year is set up, the quotas will be 
based on how much each concern sold on the open market, 
not counting the quantities the government bought under 
its guarantee. If the shoe program for the second year calls 
for a further 25 percent increase, a shoe concern that sold 
125 percent the first year will be assigned a quota of 125 
plus 25 percent of 125, or 156 the second year. Then the 
10 point range would make its final quota 146 to 166 per- 
cent. A concern that sold only 80 percent on the open 
market, will get only 90 to no percent. Each successive 
year under the program, the progressive and growmg con- 
cerns will get a bigger quota. While they may not grow so 
fast as they would under unrestricted competition, neither 
would they suffer from restricted output following too 
rapid expansion. They will be benefiting all the time from 
the continuous expansion in their market produced by the 
nation-wide industry expansion programs. The progressive 
firms will thus be coming to the top and the inefficient high- 
cost firms will be droppmg further behind, just as they have 
done in the past. In this way, quotas and industrial expan- 
sion programs can be used to guide expandmg production, 
without rigidly freezing industrial progress in the unchang- 
ing mold of past size. 

New concerns would get started in the same way that 
new farmers get started under A.A.A. In each industry 
covered by an expansion program, a portion of the total 
would be reserved for new concerns. This might be 2 to 
5 percent of the total quota. This would be shared among 
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the new concerns wishing to enter the industry. After that 
first year, they would have a chance to increase their quota 
the same as would concerns already established. 

If all concerns sell at exactly the same prices, it will be 
difficult for a progressive and efficient concern to capture 
an increasing share of the total business. Accordingly, 
some margm will be left for price competition as well. The 
program for the industry will establish the maximum price 
for the year for each grade of shoes, which each cooperat- 
ing concern agrees not to exceed. At the same time the 
government, under its underwritmg program, agrees to 
buy any unsold product up to the minimum quota for each 
concern at 90 percent of the agreed maximum price. Price 
competition would be permitted between these two limits. 
Any low-cost concern which wished to increase its share 
of the busmess by cutting its price from 100 percent of the 
maximum price to 98 percent would be free to do so, pro- 
vided it made the cut openly and available to all purchasers. 
There would thus be a certain flexibility in prices as well 
as in quotas, yet enough firmness to insure profits to every 
efficient concern. But no attempt would be made to keep 
every high-cost inefficient concern in operation, or to in- 
sure it profits regardless of efficiency. Bankruptcy would 
still be needed to keep the industnal machine vigorous, 
healthful, and competitive. 

Industries processing products subject to rapid changes 
in raw material price, such as meats, vegetables, or fruits, 
would present a special problem. Here the maximum and 
guaranteed prices might be stated as margins above raw 
material costs rather than as absolute amounts, or else as 
prices subject to change whenever the changes in raw 
materials exceeded a given amount. 

Some businessmen will fear that the industry authorities. 
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or even the Industrial Expansion Administration itself, 
might fall into the control of groups that will use them for 
their own business or political advantage. If this should 
occur the basis of allocating quotas to individual concerns 
might be so mampulated as to favor the friends of the 
groups in power. To guard against any such possibility of 
favoritism, definite arrangements should be provided in the 
basic law for aggrieved concerns to appeal to the courts. 
On such appeals the courts should have the power to review 
the method of allocating quotas adopted for the industry, 
and the method of estabhshmg bases for each individual 
concern, and to see that the requirements of impartiality 
and fair treatment of big and httle concerns alike were 
eqmtably carried out. Also, the central admmistration 
should be set up on a permanent civil service basis, with 
political influences on appomtments, personnel, or policies, 
completely barred. Insistence on full civil service status in 
several of the recently-created federal agencies, notably 
the Farm Credit Administration, the Social Security Board, 
and the Wage and Hour Administration, has aided in keep- 
ing them free of any suspicion of political bias. If Industrial 
Expansion is to succeed, it will be essential that it too be 
administered from the start with but one objective — ^the 
national welfare. 

Despite the difSculties of allocating quotas, the practical- 
ity of quota schemes is shown by the extent to which they 
have already been developed. Some industries use volun- 
tary quota schemes even more rigid than that outlmed 
above. For example, in one region of the country the engi- 
neering business was in a very bad way. There wasn’t 
enough business to go around among the firms that put up 
big factory buildings and other heavy engineering con- 
struction. Competition for jobs was too keen, and bid 
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prices were driven, down until no concern was making 
money. All the engineering concerns in that region got 
together voluntarily, and established a trade association to 
allocate the business among them. The officers of the trade 
association studied the past business of each firm, and noti- 
fied each one what percentage of the total busmess in the 
region it was entitled to. Each concern knew its own per- 
centage, but didn’t know the percentage for any one of its 
competitors. Then as the season went forward, the trade 
association office received reports from each member as to 
how much business it had booked. When reports from one 
concern began to show that it was getting more than its 
allotted share of the total business, the association officials 
would notify it to bid high on the new jobs, so it wouldn’t 
get awarded any more contracts until the others had gotten 
their share. Or if a concern was getting below its percent- 
age of the business, it would be notified to bid low on the 
new contracts until it got its share. In this way the available 
work was evenly distributed among the firms, and bid 
prices were held up to a level where all were making profits 
in spite of the small amount of work. Of course, the whole 
arrangement was completely contrary to the federal anti- 
trust laws, and would have been subject to prosecution if 
it had been in interstate commerce and if conspiracy could 
have been proved. Illegal or not, though, it worked. 

The example just cited is not the only one. Repeatedly 
under the N.R.A. codes, similar allocation plans have been 
put into operation by businessmen. No doubt many other 
apportioning schemes similar to the one described are in 
operation now, but are kept secret because of the antitrust 
acts. Businessmen have not hesitated to use quota schemes 
to parcel out among themselves a limited amount of total 
business. Under Industrial Expansion they will parcel out 
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among themselves the increasing business that the programs 
of industry expansion will provide. They have shown they 
can use quotas to scrape along with an unsatisfactory 
volume of busmess. They should be both ready and willing 
to use more flexible quotas to divide up the expanding and 
boommg business that planned Industrial Expansion will 
produce and msure. 


XIII 

How will capital expansion be provided forP 

Our highly industrialized society depends very largely 
upon machines. Our ability to produce depends not only 
upon men who know the processes of production, but upon 
placing in their hands or under their direction the right 
machinery for them to operate. In the average American 
manufacturing plant, about $5,000 is invested in machin- 
ery, equipment, and other capital for every man employed. 
If we are to provide work for increasmg numbers of men, 
we must provide increased equipment for them to operate. 

Our great dependence upon machinery makes our so- 
ciety an especially unstable one. The bread we eat and the 
clothes we wear must be made about as we need them, so 
the level of activity in such consumer goods industries stays 
pretty stable in good times and in bad. But when bad times 
come businessmen are very unlikely to buy new machinery 
or equipment. When their plants are operating way below 
capacity they not only cease expanding their equipment, 
but also economize on repair of existmg equipment and let 
depreciation reserves pile up unspent. As a result all the 
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industries that contribute to the production of capital goods 
suffer large and sudden decreases in demand in times of 
depression. These include steel, cement, lumber, machin- 
ery and many others. In times of prosperity nearly half of 
all our production is concentrated m such industries. In 
times of depression that portion of production disappears 
almost entirely. It is in large part this large and increasing 
importance of the capital goods industries in our economy, 
and the exceptional instability that these industries show as 
we now operate, that has produced such extreme fluctua- 
tions in business activity durmg the past 20 years. Programs 
for planned expansion in industrial activity would not work 
unless they provided for steady expansion in capital goods 
as well as in consumer goods. 

In the past, expansion of industrial equipment has been 
highly variable, far exceeding average expansion in good 
years, and falling far below average in bad. Instances from 
individual industries, such as locomotives, have already 
been cited. The aggregate expenditure of manufacturing 
corporations for new capital varied widely even before the 
1929 depression. It fell to below two billion dollars in 192 1, 
and rose to as high as four billion in 1929. Railroads and 
electrical utilities showed even wider swings in the pre- 
depression decade. New capital expenditure of the rails 
varied between 400 milhons and nearly 1 100 millions, and 
of the electric utilities from under 300 millions to over 850 
milhons. After 1929, all three fell to much lower levels.^ 

The Industrial Expansion programs would aim to even 
out this production of new capital as much as possible. 
Instead of putting hi a great deal of new equipment some 
years, and very httle in others, the programs would aim at 
installing each year about the average amount of new 
^ See Table 3 end of this book. 
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equipment needed to care for future growth and expansion. 

New equipment may serve for 5, lo, or 20 years into the 
future. Planning capital expansion would thus involve 
much longer-term planning ahead than would merely pre- 
paring the program for the next year’s output of clothing or 
shoes. At the beginning of Industrial Expansion, most 
industries would not have much basis for doing such long- 
time planning. In such mdustries the capital expansion the 
first year or two would probably be left largely to the 
judgment of the individual concerns and industries, as 
recorded in their expansion program. 

Meanwhile a start would be made in preparing long- 
time programs for the future. These might be drawn in 
terms of the national income to be produced lo or 20 years 
ahead, and of the probable distribution of products to be 
produced to fit into those national totals. Then long-time 
programs would be developed by each major industry and 
fitted into these national goals, in the same way that the 
current programs had already been developed. Even if 
these long-time programs were developed only in rough 
outlines, instead of in operating detail like the current pro- 
gram, they would serve as a background to aid individual 
concerns and industries in planning their current increases 
in equipment so as to average out their demands for new 
machinery, buildings, etc., as smoothly as possible. Even 
if these long-time forecasts were not perfect, they should 
provide a much firmer basis for planning future expansion 
than business leaders have had available in the past. 

The first steps toward long-range planning of investment 
might be made by setting up a lo-year national income 
goal. Thus at the same time the central administration set 
up say 80 biUion dollars as the income goal for 1939, it 
might set up as a ten-year goal, for 1949, say 125 billion 
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dollars. Each industry could then base its plans for capital 
expansion on that long-time goal. That would involve ( i ) 
estimating what the demand for the products of that in- 
dustry would be with the 125 billion dollar national 
income; (2) calculating how much expansion in capital 
equipment it would have to make to meet that demand; 
and (3) allocating the portion of that capital expansion 
which it would plan to make under its program for the 
first year — ordinarily one-tenth of the total. Then each 
year the long-time goals would be revised in the light of 
subsequent experience, and the subsequent capital expan- 
sion programs would be revised accordingly. 

A few industries have already demonstrated their ability 
to prepare long-time plans for their future expansion. The 
telephone industry is one notable case. Other industries, 
such as the oil industry and the electrical industry, have 
been studying their growth trends very closely, and can use 
that information in estimating the most probable growth 
in the future. Many industries, however, have just “grown 
like Topsy.” New plant has been built when orders began 
to outrun present plant capacity, without much considera- 
tion of how long those orders would keep up. New fac- 
tories have been built by each of several competing con- 
cerns, without adequate information as to what expansion 
the rest of the industry was making. Many new facts will 
have to be gathered, many new industrial and economic 
studies will have to be made, and many new business statisti- 
cians and analysts will have to be educated and trained, be- 
fore industry as a whole learns to plan its future long-time 
growth as well as its prospective current activity. 

It will never be possible to forecast future developments 
perfectly. New processes may be discovered which will 
make millions of dollars of plant obsolete. New techniques 
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may be perfected which will cause great shifts in the geo- 
graphic location of enterprises. The customers’ prefer- 
ence in the way of style or habit may change suddenly or 
inexplicably. Wars here or abroad may distort the whole 
picture of national life. But these difficulties exist already. 
Business faces them today. It must continue to face them 
under any system which leaves the people of the country 
free to choose their own economic and political aims. But 
on top of these, busmess today faces the additional hazard 
that at any time a business depression may start, and with- 
out any previous warning sweep away a large part of the 
current market for goods. Under Industrial Expansion that 
would become almost impossible. The program of planned 
production would be underwritten through the govern- 
ment. It would protect businessmen from such general and 
unpredictable collapses of their market. Free from the 
threat of extreme business cycles, businessmen could pre- 
pare long-time plans with far more confidence than they 
can today. Those long-time plans, in turn, with the steady 
rate of investment they would help bring about, would 
make the crazy gyrations of business activity such as over 
the last twenty years more and more a thing of the past. 


XIV 

Where 'will industry get the money to ^nance the 
increased production? 

Business will get the money from the same place it gets the 
money to run its present operations; from its own re- 
sources, from the banks and from the capital markets. In- 
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dustrial concerns will first work out programs of expansion 
for their industry. Next they will sign contracts with the 
designated government agency to produce that increased 
production. Then they will go to their own banks for 
whatever funds are needed to finance the increased output. 
The banks will be glad to have the business. Banks are 
literally starvmg today because of the lack of suitable 
loans. They are trying desperately to keep alive by impos- 
ing service charges on checks to replace the mcome they 
used to get from interest on loans. Loans to expand produc- 
tion will be safe loans. They will be backed both by the 
general industrial expansion program and the government 
underwriting. If the contracted production is not sold the 
government agency will take over the excess at an agreed 
discount. 

The business expansion will be safe. Every reliable busi- 
nessman with an expansion contract will be a preferred 
borrower. Banks will compete for his business, and will 
gladly lend him all the funds he needs at moderate inter- 
est rates. Employment will expand. As pay rolls grow 
workers will spend their rising incomes to buy the increas- 
ing output. The product will be sold and the first loans 
repaid. New and larger loans will be negotiated to finance 
the still larger output that will be called for under the 
expanded programs of succeeding production periods. 
Banks and other financial institutions will thus share in the 
general prosperity which will come with expanding indus- 
trial activity. They will themselves provide part of the 
necessary machinery for that expansion. 

After the first expansions are made, the increase in pro- 
duction will continue to the point where existing capacity 
is inadequate, and where additions are necessary in some 
concerns or industries. Even in the early years the long- 
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time plans will begin to provide for plant expansions. The 
production contracts with the government and the record 
of expanding profits will make cooperating concerns 
favored borrowers. Some will turn to the security markets, 
where they will then be readily able to float new issues of 
bonds or stocks. Other concerns will finance plant expan- 
sion largely from banks. Concerns too small to enter the 
national security markets might secure long-time capital 
locally or from the R.F.C. Perhaps, as has been suggested 
recently, the Federal Government may establish some 
form of Business Credit System parallel to the Farm Credit 
Administration for farmers. Such a federal system would 
restrict its operations to meeting the capital needs of busi- 
ness concerns so small that the costs of entering the national 
security markets are prohibitive. (A small corporation 
wanting $100,000 or $150,000 of additional capital can 
hardly afford to pay what it costs to get a new issue regis- 
tered on the exchange and floated by the underwriters.) 
In these and other ways, the financial resources of the 
country will be made available to finance the expansion 
programs under Industrial Expansion. 

Of course, some bankers may oppose the program at 
the start, just as Wall Street and the financial community 
generally have opposed the efforts of the New Deal to 
prevent abuses and financial manipulation. Bankers are 
only human. They like the power they have held in the 
past. They wiU oppose economic changes that will lessen 
that power. Previously, their control over the creation of 
credit and over the use of other peoples’ money have given 
some of them both power and incomes out of all proportion 
to their services to the community. They have been able to 
use their special position to force businessmen to pay ex- 
orbitant commissions for new capital. Through their posi- 
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tions on boards of directors of companies they control, they 
have been able to force concerns to borrow money they did 
not need, simply so they, as investment bankers, could 
collect their tolld Such men will oppose Industrial Expan- 
sion, not because it will be bad for the country, but because 
it will be bad for them. But if they refuse to help finance 
Industrial Expansion programs, other means can be found. 
The Federal Reserve Banks and the Reconstruction Fi- 
nance Corporation are now empowered to help finance 
business. If necessary, these powers could be enlarged to 
help get Industrial Expansion under way. 

There is no question whatever as to our ability to provide 
the funds to carry out the expansion program. Our 1937 
national income of under 70 billions was financed by 
demand deposits and money in circulation totallmg about 
32 billion dollars. Our peak production of 81 billions 
in 1929 was financed by demand deposits and money in 
circulation of only 27 billion dollars. Judging from these 
figures, and the experience of past years, it will take demand 
deposits and money in circulation of about 42 billion 
dollars, with no increase in the velocity of circulation, to 
finance a national income of 100 billions. About 50 billion 
dollars would be needed to finance a national income of 1 2 5 
billions. If velocity of circulation increased with higher 
business activity, as it has usually done in the past, even less 
money than these estimates would be required to finance 
the higher activity. In contrast with this, our present bank 
reserves are adequate for demand deposits totalling 40 
billions. This is about 1 5 billion above the present level of 
deposits. If all our monetary gold were put to work, and if 
bank reserve requirements were reduced to the level pre- 

1 See speech by William Douglas, Securities and Exchange Commis- 
sion, March 24, 1937, before the Bond Club of New York. 
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ceding the precautionary increases in 1937, they would 
carry safely 78 billions of deposits, if so much money could 
be used without producmg price inflation. That is enough 
to finance the production of a national income of 1 80 billion 
dollars worth of goods and services. On the financial side, 
then, there is no question as to our reserve capacity. Our 
banks can manufacture without strain every bit of check- 
book money our industries can safely use. In fact, they 
have the capacity today to extend as much credit as the 
most optimistic industrial expansion program would be 
likely to reqmre ten years from now. 

We will get the money to pay for Industrial Expansion 
just the same way we have gotten the money to pay for our 
previous industrial growth, from the credit and savings of 
the community, through banks and the securities market. 
Perhaps a little extension of public financmg may be needed 
to put small busmessmen on an equal credit footing with 
big concerns. With that one exception. Industrial Expan- 
sion can proceed through the accustomed machinery and 
finance of American business. The only difference will be 
that the decisions as to production and pnce policy will be 
made out in the open, and in the national welfare, instead 
of behind closed doors, and in the welfare of a small self- 
interested group of financiers and corporate directors. 


XV 


Wofit some whole industries refuse to cooperate? 

If any major industry refuses to cooperate in preparing 
its program under Industrial Expansion, the administrative 
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agency can then prepare a program for that industry and 
require the industry to follow it. The concerns which 
refuse to operate according to their industry program 
would then have to pay the processmg tax imposed on all 
concerns in industries under a program, but would get back 
no refunds; or would lose the right to operate in interstate 
commerce, or would suffer other hardships, according to 
the kind of sanctions provided in the basic legislation. 
Great power would thus be placed in the hands of the gov- 
ernment administrative agency to secure the cooperation 
of concerns that might stand out agamst the general deci- 
sion of the country that industrial production and employ- 
ment should be expanded. 

It is necessary for some such positive powers to be pro- 
vided if some concerns are not to wreck any national pro- 
gram. This is shown by previous experience. At the same 
time this previous experience indicates that where the 
necessary powers are provided, big concerns will work 
with government agencies very gracefully. 

The record of government relations with the tobacco 
manufacturing concerns illustrates this. During the time 
of the Federal Farm Board there was a large surplus supply 
of tobacco in this country and tobacco prices dropped very 
rapidly. Large supplies of tobacco on which the Federal 
Farm Board had advanced funds accumulated in the hands 
of the tobacco farmers’ cooperative associations. The 
Farm Board asked the big tobacco concerns to send repre- 
sentatives to Washington to discuss a program for purchas- 
ing this tobacco. The companies sent down representatives, 
but only minor officials such as second assistant book- 
keepers. These minor officials had no power to speak for 
their concerns. Nothing happened as a result of the discus- 
sions between them and the government officials. These 
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big companies who thus refused to work with the govern- 
ment agency were buying their tobacco much cheaper 
because of the large supphes and falling prices. In addition, 
they reduced the wages of their employees because labor 
was readily available during the depression, and jacked up 
the price of cigarettes in the face of reduced costs for to- 
bacco and labor. As a result, even after paying high salaries 
and bonuses to their management, the profits of the four 
leadmg tobacco manufacturing companies jumped to $ 1 1 4,- 
028,000 for 1931. This was almost as much as the gross 
income to tobacco farmers from all tobacco grown in 1 93 1, 
which was $130,000,000.^ The profits that year were so 
large that one of the big tobacco companies had a lawsuit 
with its president as to whether he should receive the sev- 
eral million dollar bonus called for in his contract for his 
“good work” m pushing up the profits for the company so 
dramatically. 

When the A. A. A. law was passed. Congress gave the ad- 
ministrative agency definite power to help tobacco farm- 
ers adjust their production and eliminate the surplus. Again 
the big tobacco companies were invited to come in and 
talk over with government officials how a program should 
be developed. With the power in the hands of the Federal 
Government to levy processing taxes on them the president 
or some other responsible official of each big tobacco com- 
pany promptly and graciously came to Washington to take 
part in the conference. They agreed to support the pro- 
grams of the Agricultural Adjustment Administration. In 
addition, they agreed to a price stabilization plan under 

1 Income to tobacco farmers from “Agricultural Statistics, 1938,” p. 
432. Income of 4 tobacco manufacturers from A. C. Hoffman, “Dollar 
Sales, Capitalization and Eammgs of Leading Food and Tobacco Cor- 
porations,” U. S. Department of Agriculture, Bureau of Agricultural 
Economics, Feb^ 1938, p. 22. 
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which they undertook to purchase the existing crop of 
tobacco at prices far above those at which it would other- 
wise have sold. This price stabilization was possible because 
the Agricultural Adjustment operations were going to 
bring subsequent tobacco supplies more nearly m line with 
the needs of the market. As a result of these changes, farm- 
ers’ income from tobacco increased 73 percent, while the 
profits of the cigarette companies declined 38 percent.^ 
This experience shows that real cooperation between 
government and business can be secured when the people 
of the country give government real power to act, and that 
such cooperation cannot be secured from all concerns if 
government agencies are armed only with blank cartridges. 
The cooperation of business under Industrial Expansion 
will be sought by voluntary action, but where a small mi- 
nority refuses to cooperate for the national good, govern- 
ment must be given adequate power to compel coopera- 
tion. That is the way that democracies work. 


XVI 

Wofft business take over Industrial Expansion 
just as it took over the N.R.A. codes? 


The N.R.A. differed from what is proposed for Industrial 
Expansion with respect to its basic legislation, to its ad- 
ministrative organization and procedure, and the range of 

^Fann income from tobacco increased from $130,000,000 for 1931 to 
$225,000,000 for 1934. Net profit of the big 4 cigarette companies de- 
clmed from $114,028,000 to $70,813,000 for the same year See “Dollar 
Sales, Capitalization and Earmngs of Leading Food and Tobacco Cor- 
porations" 
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industries it would cover. N.R,A. started with similar ob- 
jectives of stimulating production and employment. As 
stated in its law, it was mtended; 

“to promote the fullest possible utilization of the present 
productive capacity of industries, to avoid undue restric- 
tion of production (except as may be temporarily re- 
quired), to increase the consumption of industrial and 
agricultural products by increasmg purchasing power, to 
reduce and reheve unemployment, to improve standards 
of labor.” 

But although the N.R.A. Act stated these objectives, it 
contained no specifications at all as to how they were to 
be achieved. The President was given power to approve 
“codes of fair competition,” it is true, but the only positive 
provision as to what those codes should contain was that 
they should “tend to effectuate the policy of this title,” 
In practice, the formulation of the codes usually degen- 
erated into a bargain between the industries and the gov- 
ernment agencies. In return for agreements to reduce 
hours and set minimum wages (and the minimums were fre- 
quently pitiably low) the representatives of industry usu- 
ally managed to get in return whatever new powers they 
wanted. What they wanted was usually the right, by one 
means or another, to control or fix prices, reduce legitimate 
competition, and control or limit production. 

Then after the codes were formulated and approved, the 
code authorities, usually dominated by the leading units 
in the industry, proceeded to issue rules and regulations, 
levy assessments, and otherwise direct the afiFaits of the in- 
dustry as they saw fit, with little or no public control or 
approval. What often happened was that “free competi- 
tion” became “unfair competition.” The “low-cost com- 
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petitor” became the “chiseler.” ‘‘Conspiracy in restraint of 
trade” became “meetings of the code authority.” 

The unanimous disapproval of the N R.A. by the Su- 
preme Court was apparently due in large part to this failure 
of its basic Act to lay down any policy as to how its objec- 
tives were to be achieved. It also reflected the failure of 
the N R.A. administration to exercise any effective control 
over how industry was using the powers turned over to it 
by the government. This was evident in the Court’s de- 
cision, where it said: 

“But would it be seriously contended that Congress 
could delegate its legislative authority to trade or indus- 
trial associations or groups so as to empower them to enact 
the laws they deem to be wise and beneficent for the re- 
habilitation and expansion of their trade or industries^ 
Could trade or industrial associations or groups be consti- 
tuted legislative bodies for that purpose because such asso- 
ciations or groups are familiar with the problems of their 
enterprises^ And, could an effort of that sort be made 
valid by such a preface of generalities as to permissible 
aims as we find in section one of title P The answer is ob- 
vious. Such a delegation of legislative power is unknown 
to our law and is utterly inconsistent with the constitu- 
tional prerogatives and duties of Congress. 

‘'Section 3 of the Recovery Act is without precedent. 

It supplies no standards for any trade, industry or activity. 

It does not undertake to prescribe rules of conduct to be 
apphed to particular states of fact determined by appro- 
priate administrative procedure. Instead of prescribing 
rules of conduct, it authorizes the making of codes to pre- 
scribe them. 


“For that legislative undertaking, section 3 sets up no 
standards, aside from the statement of the general aims of 
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rehabilitation, correction and expansion described m sec- 
tion one. In view of the scope of that broad declaration, 
and of the nature of the few^ restrictions that are imposed, 
the discretion of the President in approving or prescribing 
codes, and thus enacting laws for the government of trade 
and industry throughout the country, is virtually unfet- 
tered. We think that the code-making authority thus 
conferred is an unconstitutional delegation of legislative 
power ” 

A further shortcoming with the N.R.A. was the lack of 
effective teeth in its basic law. It had no actual adminis- 
trative powers to enforce compliance. When a concern 
ignored a code, all that the Administration had authority 
to do was to appeal to the courts. The Administration 
hesitated for a long time to start court action, in the search 
for a good test case and in the hope that compliance could 
be secured otherwise. Finally it was decided to enter upon 
the long process of judicial consideration and appeal. As 
the courts became clogged with cases, and as more and more 
concerns began to evade their codes, compliance gener- 
ally broke down. The Act was already becoming a dead 
letter in practice even before the Court handed down the 
Schechter decision. 

The administrative breakdown of N.R.A. was acceler- 
ated by the attempt to bring practically all American busi- 
ness withm the framework. Codes were approved not only 
for the important major manufacturing industries, but for 
small individual industries of the most minor and miscel- 
laneous nature, such as Nottingham lace curtains, bias tape, 
horsehair dressing, spice grinding, and tapioca dry prod- 
ucts. In addition, codes were developed for many lines of 
wholesale and retail trade, such as optical wholesale, live 
poultry of Metropolitan New York, and wholesale beauty 
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and barber shop equipment. There were codes for such 
locahzed service industries as cleaning and dyeing, laun- 
dries, and private home study schools. The effort made was 
to arrange for the details of operation for all manufactur- 
ing, distribution, and service businesses, large and small, 
and to enforce the arrangements made. That far overtaxed 
the ability of the administrators to maintam effective con- 
trol of the vast and sprawling undertaking. 

To their credit, it must be recogmzed that not all indus- 
tries misused their powers under N.R.A. Many public- 
spirited businessmen welcomed N.R. A. as a means to put a 
floor under wage competition, to shorten burdensomely 
long hours, and to end child labor. Many such businessmen 
maintained the shorter hours and higher wages voluntarily, 
even after the act was invalidated by the courts. Such for- 
ward-thinking businessmen would recognize the oppor- 
tunities Industrial Expansion would provide for even 
greater social gams. They would help smooth the way 
toward rational and considerate solution of the conflicts 
that the industry authorities would have to solve. 

As a composite result of the failure of the N R. A. Act 
to specify how its ends were to be achieved, of the tend- 
ency of business to use the powers conferred for its own 
immediate gain rather than for increased output and em- 
ployment, and of the breakdown of comphance, N.R.A. 
had little demonstrable effect on employment. Prices went 
up about as much as workers’ earnings, which tended to 
hold back production rather than expand it. The New 
Deal was doing other things to stimulate recovery at the 
same time, such as the A.AA.. crop adjustments and pay- 
ments to farmers, the monetary policy boosting prices, at 
least temporarily, and the large spendmg of federal funds 
for relief, C.W.A., P.W.A., and other projects. If it hadn’t 
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been for these other things, N.R.A. alone might have re- 
duced employment rather than increased it. 

In contrast with the vagueness and lack of power of 
N.R. A., Industrial Expansion would provide clear-cut poli- 
cies in its Act, defimte teeth to carry it into action and posi- 
tive checks against misuse of its powers. 

Its basic law would require that no industrial program 
could be approved until it provided three things: 

1. A positive increase in production, properly fitted 
into the production programs for other major industries. 

2. A positive increase in employment and pay rolls. 

3. No increase in the general price level (for the com- 
posite of all cooperating mdustries) . 

That means that the program would put more men at 
work and disburse more buymg power, but would not in- 
crease the cost of living. Not only would more goods be 
produced, but there would be the increased buying power 
to buy and consume them. 

The law would also provide effective administrative 
sanctions to carry it into effect. Regardless of whether 
these were taxes and refunds, licenses, or other procedures, 
they would — ^barring court injunctions — ^make it possible 
to go forward under administrative penalties. Under the 
N.R. A., on the contrary, no enforcement was possible with- 
out court action. 

Industrial Expansion would not repeat the mistake of 
N.R. A. in attempting to concern itself with every factory, 
every store, and every pants presser. On the contrary, only 
the big basic manufacturing and utility mdustries would be 
included in the expansion programs. Smaller and miscel- 
laneous manufacturing industries, and the whole vast com- 
plex of distribution, marketing, and service industries. 
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would be left outside the programs.^ Their expansion 
would come as a response to the expansion in the basic m- 
dustries. Industrial Expansion would thus restrict its cov- 
erage to a much narrower range than that of N.R.A. It 
would be able to give far more effective attention to the 
arrangements and developments m the restricted field with 
which it was concerned. 

Finally, the administrative structure of Industrial Ex- 
pansion would be so set up under its basic Act that effective 
checks would be imposed on busmessmen who wished to 
divert it to their individual interests. The Industrial Ex- 
pansion programs would not be devised by a business man- 
agement group alone, but will be worked out in an indus- 
try council or authority where management, organized 
labor, consuming interests, and the government administra- 
tion are equally represented. The programs for the indus- 
try will be in the nature of a collective-bargaining agree- 
ment between all these interests. In arrivmg at this bargain, 
each of the other interests will have equal power with 
business management. Furthermore, the approval of the 
final programs, and the check on their performance, will 
not be in the hands of industry alone, but in that of public 
agencies. While they may use the Industry Authorities 
to assist them in these duties, the ultimate administrative 
power will at all times be exercised by the public officials. 

If you turn businessmen loose, without any guidance as 
to general policy, to use the powers of government to fix 
up what is wrong with their industry, they naturally try 
to fix the things that seem to them to be the immediate 
troubles. The things they are aware of during periods of 

1 See Chapters XXIII and XXVT for a detailed discussion of the indus- 
tries which would not be covered by the Industrial Expansion programs, 
and of the way in which they would be influenced by the programs 
elsewhere. 
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depression are too active competition from their competi- 
tors, too much production for the existing market, too 
much competitive price cutting. That is why they sought 
for restrictions under the N.R.A. codes. 

Under Industrial Expansion, on the contrary, you would 
ask businessmen to share in definite advance programming 
of increased production, increased employment, and in- 
creased sales, as part of producing and consuming an in- 
creased national income. Further, you would insist, from 
workers, consumers, and government, that busmess take 
no steps that are not consistent with this general expansion 
program. When you do that you will put businessmen in 
a different position. They will then be in position to see 
what the program as a whole is driving at, and how they 
will fit into the picture. With the additional assurance that 
out of the expanded national production and income there 
will be enough for more wages, more farm income, and 
more business profits, all at the same time, it should not be 
so difficult to get most busmessmen to pull along with every- 
body else for the general welfare. 




PART FOUR 

^ OTHER 
SPECIAL 
INTERESTS 





PART IV 

OTHER SPECIAL INTERESTS 




XVII 

Will house'wives have to use ration cards under 
Industrial Expansion? 


Industrial Expansion depends upon each major industry 
following programs of expansion agreed upon in advance. 
Many people have feared that that would mean that ration 
cards would be issued to each family, and that when Mrs. 
Jones or Mrs. Brown go to the store, they could buy only 
what their cards called for. Since the total amount of bread 
and overalls and shoes are planned in advance, they think 
that must mean that each housewife would only be per- 
mitted to buy her fixed share of the total. Something like 
two loaves of bread a day, one pair of overalls a month, and 
one pair of shoes each three months, they fear, is what each 
family would be entitled to. If the members of the family 
didn’t like what they were assigned, and would rather have 
something else instead, so much the worse for them — ^they 
fear they would have to take the same share that was 
planned for each person, and be glad for it. 

There is some reason why many people should believe 
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planning will work this way. In the early days of social- 
ism in Russia, and for many years thereafter, there was 
barely food enough to go around, and practically no tex- 
tiles. Food and clothmg were doled out according to ration 
cards issued to each loyal worker. Ration cards were more 
precious than money. Even in our own country, during 
the World War, sugar and some other scarce foods were 
rationed out, so many pounds to each family each week. 
If each person is entitled to exactly the same amount, it is 
very easy to plan out how much will be needed for all. So 
many people jump to the conclusion that that is necessarily 
the way that any kind of planning would have to work. 

Actually, Industrial Expansion will work entirely differ- 
ently. No ration cards will be issued to housewives or 
families. People will go to the store to buy what they want 
just like they do now. The only difference will be that 
more men and women will have jobs, and that pay will be 
higher. People will have more money to spend. They will 
find more things in the stores when they go to buy. They 
win be able to spend their money for whatever they want 
to spend it for, just as they have always done. If they would 
rather use some of the extra money to take a trip or to buy 
a rug or to send a present to Grandma, they will be per- 
fectly free to use it just whatever way they please. 

But you can’t tell ahead of time how Mr. Jones and Mrs. 
Wilson will spend their money. How then can you plan 
ahead how much of each thing to produce? Won’t your 
plans go all wrong unless you control what people buy? 
Won’t you be driven to use ration cards like the Russians 
did? 

The answer is very simple. To plan ahead, it isn’t neces- 
sary to know exactly what Mr. Brown and Mrs. Smith and 
Sally Jones will buy at the store, so long as you can tell what 
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ten thousand or ten million Browns and Smiths and Jones 
all together will want. Planmng production under Indus- 
trial Expansion will work much the same way that selling 
life insurance works today. When an msurance agent sells 
Mr. Jones a life insurance policy, the company doesn’t 
know just when Mr. Jones will die. Of course they have a 
doctor examine him, to make sure that he isn’t already sick 
and hkely to die right away. But beyond that they have no 
exact knowledge of what the future holds for him. They 
take his $25 premium for the year, and agree to pay Mrs. 
Jones $1,000 if he is killed. Mr. Jones may step in front of 
an automobile tomorrow, or he may hve to a ripe old age. 
Neither the insurance company nor anyone else can tell 
which will happen. But the msurance company does know, 
out of 10,000 men of Mr. Jones’ age, just about how many 
will die this year and how many next year. The records of 
past experience, for men of each age, have been analyzed 
and interpreted to tell them that. So although no one can 
tell just when Mr. Jones will die, the insurance company 
r an tell very closely, out of all the Joneses and Browns and 
Lewises it has insured, how many death claims it will have 
to pay each year ahead, and it figures out its premium 
charges accordmgly. 

In the same way, it will not be necessary under Indus- 
trial Expansion to know exactly how Mrs. Jones or Mr. 
Black or Sally Barnes will spend their money. All that is 
necessary is to know what all the people in each city, aU 
put together, will want to use their money for. And just 
as the mortality statistics give life insurance companies the 
basis for figuring out their premiums, so will the figures on 
previous income and sales give a basis for figuring how 
much production of bread and shoes and carpets and every 
other major industrial product will be needed under the 
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Industrial Expansion programs. The business records of 
the past show, for each concern, how much of its product 
was sold at different times. These will all be brought to- 
gether and added up. Other records show how much pay- 
rolls were at the same time, and how much people got in 
other ways. By studying the statistics for other periods 
when pay rolls and earnings were increasing, statisticians 
can find out the things that people buy when they have 
more money. They can estimate pretty closely how much 
increase will be needed in bread, how much in shoes, how 
much in suits, and how much in automobiles, to satisfy the 
demand when Industrial Expansion boosts incomes.’- These 
figures can be checked another way, too. The W.P.A. 
has recently finished a big nation-wide survey of how peo- 
ple spend their money, called the National Survey of Con- 
sumer Expenditure. In the urban areas this survey was 
supervised by the Bureau of Labor Statistics, and in the 
farm areas by the Bureau of Home Economics. This study 
separates families accordmg to how much money they have 
to spend. Then for families -with each mcome, it shows 
how much they spend for rent, for clothes, for food, for 
heat, medicine, books and for other things. Of course the 
figures are on the average — ^some families spend more for 
clothing, and some less. But if on the average the right 
amount of bread is baked, then what is left over from those 
who want less bread than average will just take care of 
those who want more. These figures give a very clear 
basis for figuring out what people, as a whole, will want to 
buy when Industrial Expansion gives them more work and 
more money to spend. By comparing what families ha the 
relief class buy with what families with $i,ooo a year to 

^The figures given in Chapter XI are a rough indication of what 
such studies would show. 
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spend buy, for example, you can figure out the additional 
things that would be purchased, on the average, by each 
family which was removed from relief by the breadwmner 
getting a job at a starting level of I20 a week. 

Of course the estimates of what people will want to buy 
won’t be perfect. A mild winter might reduce the number 
of blankets sold and increase the demand for hiking shoes. 
New styles will continue to change the demand for hats 
and dresses. Fashion and fads will continue to sway people 
in the future as in the past. Some Imes of production 
sharply affected by style changes, such as expensive hats 
and gowns, and other style Imes, especially in women’s 
goods, will be left out of the planned programs entirely. 
In such very capricious lines, it will be best to let the con- 
cerns continue to guess what will appeal to the fashionable 
ladies at their own risk, just as they have done heretofore. 
But products such as bread, milk, fruits, meat, work shoes, 
everyday clothing, coal, inexpensive houses, furniture, 
rugs, steel, cement, are not so subject to day-to-day style 
changes. For them the forecasts will be reasonably ac- 
curate. For them the mcrease in production will come 
pretty near providing what housewives and others will 
want to buy. 

And even if the forecasts do not work out exactly right, 
that will not be fatal. All industries carry some reserves of 
inventories or stock on hand. These stocks wiU even out the 
minor errors m forecasts. Where larger errors occur, even 
that can be corrected. If demand does not come up to the 
supply, the surplus will be bought and held by the govern- 
ment until it is needed. The function of this “ever-normal 
warehouse” in giving businessmen assurance in planning 
their year’s operations was discussed more fully elsewhere.^ 

1 See Chapters XII and XXV. 
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If demand does exceed the supply, then the industry pro- 
grams will have to be changed. If the industry is one where 
production can be expanded readily, as most of our indus- 
tries are, then the year’s production program will be in- 
creased to cover the unexpected demand. If production 
cannot be increased so rapidly, then prices will be per- 
mitted to rise temporarily, just as they do now when sup- 
plies are short. Meanwhile, definite programs would be 
developed to meet the demand as promptly as possible. 

Mrs. Jones and Mr. Smith and Mary O’Casey have noth- 
ing to fear. They will not have to follow the dictates of 
any dictator or bureaucrat as to what they can buy. Under 
Industrial Expansion, as in the past, they wdl be able to 
spend their money for whatever they want. The only 
difference is that they will have more to spend than they 
have now. Deciding how to spend more money is one 
problem that will cause very little trouble to most men 
and women. 


XVIII 

How will Industrial Expansion affect farmers? 

Farmers will benefit from Industrial Expansion just as much 
as will city people. Today, farmers are suffering from low 
prices because so many city people are without jobs. City 
families living on relief payments can buy only the poorest 
and cheapest foods. They cannot afford much fresh milk 
or butter, or fresh fruit, or meat. They can buy only the 
simplest clothes, so they use little cotton or wool. Besides 
the ten million workers unemployed, another ten million 
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are working at such low wages that they can buy food 
and clothing only sparingly. The government, through 
the Surplus Commodities Corporation, is buying up some 
surplus goods to distribute free to those on relief. These 
purchases, though, are but a drop in the bucket of unfilled 
wants for more and better food which would be filled if 
there were good jobs for all. 

Over the past six years, farmers have used the centraliz- 
ing power of government to work out a system of agricul- 
tural control. At first they used that system to try to hold 
production down to what the market would take at a 
reasonable price. More recently, under the Soil Conserva- 
tion Act and the ever-normal granary provisions of the 
Farm Act of 1938, they have moved forward from the early 
attempts to restrict the supply on the domestic market, and 
instead are now aiming to provide American consumers 
each year the full average consumption of each product. 
When bumper crops are harvested, the excess is placed in 
storage to insure that adequate supplies to meet the normal 
consumption will be available in future years. Under the 
present system, therefore, farmers undertake to supply the 
normal domestic demand fully, but not to oversupply it. 
That system saves farmers from blindly shoving unwanted 
surpluses onto already glutted markets, as they did from 
1929 to 1932. But when unemployment and low wages 
restrict the buying power of city consumers, farm income 
suffers even with the A.A,A. in operation. Supply and de- 
mand both affect farm prices and income. The A.A.A. 
operations help to adjust the supply. The buying power of 
the city population is the major factor on the demand side. 
That half of the farm problem can only be solved by city 
industry. Jobs at fair pay for all city workers are essential 
for good incomes for farmers. 
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The way in which both farmers and city workers de- 
pend on a high level of employment is shown by the way 
their incomes go up and down together. In 1929, factory 
wages totalled 1 1 .6 billions, and the gross value of farm 
products totalled 1 1 9 billions. By 1932, both had dropped 
to about five billions, and by 1937, both were back up to 
about ten billion.’- Of course, that doesn’t mean that fac- 
tory workers bought all the farm products or that farmers 
are the sole market for factory products. It does show how 
closely linked together are the fortunes of farmers and 
laborers. 

Farm prosperity is tied to city prosperity in one other 
way. There are always more people growing up on farms 
than are needed there. Two-fifths of all farm boys between 
10 and 20 years old migrated to the cities between 1920 and 
1930. In many of our cities births are so low that they could 
not maintain their own population without this steady in- 
flow of new healthy human material from the farms and 
rural districts. 

When business is bad and jobs are hard to find, more 
boys and girls stay home on the farms. Others who have 
gone to the city earlier return home to find a place to eat 
and sleep. Between 1930 and 1935 two million extra work- 
ers were thus dammed back on the farms, who in ordinary 
times would have found work in the cities. That increased 
the supply of farm labor, and resulted in much new and 
often poor land bemg brought into cultivation. All through 
the poorest farming regions of the country you can see the 
rough shacks of these “depressionnaires,” nailed together 
out of scraps of rough boards, tar paper, and tin. 

1 U. S. Department of Agriculture, ^‘Facts Relating to the Agricultural 
Situation in 1938,'’ Ex Parte No. 123, January, 1938, p. 33, Bureau of 
Labor Statistics, ‘Revised Indexes of Factory Employment and Pay 
Rolls,” Monthly Labor Review, September, 1938. 
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Herblock in The Boston Transcript 


As the cartoonist sees it, the problem is a simple one 
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The situation in Kentucky is representative. In 1932 the 
school authorities became alarmed about the overcrowding 
of the rural schools. One such county conducted a census, 
and found that every habitation in the county, no matter 
how ramshackle or how long abandoned, had a family liv- 
ing in it. They found several hundred “foreign” automo- 
biles in the county. Almost every one of them had a Mich- 
igan license tag. In 1929, Henry Ford and General Motors 
Corporation had made mechanics out of mountaineers. By 
1932 they drifted back to where they came from. This 
great surplus of farm labor creates increased pressure on 
the supply of farm products. 

Increased industrial activity would drain away these un- 
needed excess workers from the farms, and give them use- 
ful employment in industry. That wdl reduce the competi- 
tion in farming. Of course, it will also increase the wage 
rates that farmers have to pay their labor, but that will not 
hurt them. Farmers do not gain when they can buy labor 
and materials cheap, for under those conditions they find 
they must sell their products even more cheaply. Between 
1929 and 1932 farmers reduced their annual cash expenses 
1,739 million dollars. At the same time their gross income 
fell by 6,604 milhon dollars. Between 1932 and 1936, farm 
expenses went up by 245 millions, but gross farm income 
went up by 4,113 millions.^ Farmers are much better off 
when they can get good prices and pay good wages than 
when they can only sell cheap and so must buy cheap. 
Industrial Expansion will increase farmers’ incomes by far 
more than it raises their expenses. 

Under the A.A.A. and the new Farm Act of 1938, farm- 
ers are already prepared to cooperate in Industrial Expan- 
sion. No new administrative machinery on the farm front 
‘Tacts relating to the Agricultural Situation in 1938,” p. 33. 
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Will be needed at all. The only difference will be that the 
goals of production and the acreages for each farm prod- 
uct will be based on the expanding market which the In- 
dustrial Expansion programs wiU provide, instead of on 
the limited city demand which has existed in the past. For 
those products where higher income means larger demand, 
the acreage quotas or the marketing quotas under the mar- 
ketmg agreements would be increased year by year. After 
two or three years the problem would cease to be one of 
holding down production to what the market would take. 
Instead, it would become one of shiftmg or expanding 
production to meet the needs of the market, without de- 
pletmg the soil or increasmg soil erosion. Methods of fer- 
tilization, green manuring, and other ways of increasing 
fertility and maintaining soil productivity for increased 
production would receive even more emphasis than they 
have received under the soil conservation programs of re- 
cent years. The A.A.A. would guide farmers in shifting 
their production to what was needed. The only surpluses 
it would have to deal with would be seasonal ones from 
fluctuating crop yields. 

Our farm production will have to be sharply shifted to 
satisfy the new demands Industrial Expansion would 
stimulate. Some of the directions this shift might take are 
indicated by studies already made in the Division of Pro- 
gram Planning of the Agricultural Adjustment Administra- 
tion.^ If the present markets for our major farm products 
are compared with what the market would be when each 

^For a discussion of the reasoning involved in the preparation of 
estimates of this type, see *'The Farmer Looks Ahead,” U. S, Department 
of Agriculture, Farifiers Bulletin No 1774, May, 1937, and speech by 
F. F. Elliott, “Consumptive Habits and Production Programs,” October 
30, 1934, U. S. Department of Agriculture, Evt. Service. (Mimeo- 
graphed). 
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worker’s family had an income of $3,000 to $4,000 a year, 
and so could consume what is usually purchased by families 
with such mcomes,^ the changes would be as follows: 


PRODUCTION NEEDED TO SUPPLY OUR DOMESTIC MARKET 
PLUS NORMAL EXPORTS 
(at present NORMAL YIELDS) 


Crops 

Present demand Full demand 

Increase 

Million acres 

Million acres 

Percent 

Corn. 

950 

^ 129 0 

35-7 

Hay 

67.5 

102.5 

51.8 

Cotton 

30.5 

390 

27.9 

Wheat 

62.5 

62.5 

0 

Fruits and truck crops 

8.0 

12.8 

60.0 

Livestock & products 

Million head 

Million head 


Hogs slaughtered 

63.3 

"95.0 

50.0 

Beef cattle slaughtered 

13.9 

17.6 

26.3 

Dairy cows kept for milk 

25.9 

38.8 

49.8 

Poultry on hand, Jan. i 

422.9 

668.0 

58.0 

Sheep and lambs slaughtered 

21.7 

37.8 

74.2 


The shift shown above would supply a much increased 
supply of vitamins, minerals and other protective elements 
in the greatly mcreased consumption of milk and other 
dairy and poultry products, in fruits and vegetables, and in 
meat and livestock products. These more adequate diets 
would greatly increase the health of the present large 

1 Hazel K. SuebeLng and Esther F. Phipard, “Diets of Families of Em- 
ployed Wage Earners and Clerical Workers in Ciues,” Circular No. 
507, U- S. Department of Agriculture, 1938. 

2 This assumes that we would shift our hog production to a type 
producing more lean meat and less lard Even with this shift, it would 
still be necessary to export very large quantities of lard and salt pork as 
by-products from the production of lean products for domestic con- 
sumption. 
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underprivileged sector of our population. Better health in 
turn would make them happier and better workers and 
more useful citizens. 

In estimatmg the figures just given, no allowance was 
made for the fact that such a shift in agricultural produc- 
tion and consumption might itself involve some change in 
the selling prices of the products. For example, it will 
probably not be possible for farmers to increase production 
of hogs, lambs, fruits, and vegetables, and dairy products 
by half or more, unless prices of such products were raised 
as compared to prices of other products. In preparing 
the actual operating programs under Industrial Expansion 
and in modifying those programs as operating experience 
accumulated, the effect of these changes in relative prices 
upon the quantities that consumers would use would have 
to be taken into account along with the effect of the in- 
creased buying power in the hands of the consumer. After 
allowances were made for such price changes, the general 
shift in the quantities consumed would still be in the gen- 
eral direction shown in the estimates given, even if the 
changes in prices prevented the actual percent changes 
from being quite as large as shown in these rough compu- 
tations. 

The increased demand for fruits and vegetables, dairy 
products, and meat will help solve the South’s problem of 
its vanishmg export market for cotton. The area that can 
produce watermelons, strawberries, sweet potatoes, early 
potatoes, cabbage, citrus fruits, peaches, and other specialty 
products is almost unlimited. Each increase in their pro- 
duction will mean one more area of intensive and profitable 
commercial agriculture. Under proper seeding and pasture 
rotation, most of the South can produce excellent pasture 
over a much larger grazing season than in the North. This 
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has been strikingly demonstrated by Hugh MacRae at 
Invershrel Farm near Wilmington, North Carolina. Here, 
through wise selection of grass seeding and restricted graz- 
ing, farms that were once discarded as worn out for crop 
production have been built up into fertile pastures, and 
now about four acres planted in succession to several differ- 
ent annual crops will support one cow. The cows do all 
the harvesting without human labor, and stay on pasture 
12 months a year. As city demand increases, more and 
more Southern farm land can be profitably devoted to such 
uses. Production of cotton for our shrinlong export market 
can decrease, and be replaced by this more permanent form 
of agriculture. Not so many workers will be needed per 
farm, it is true. More men will be released from farms for 
city employment. Those that remam on farms will be more 
usefully and effectively employed, and the whole South 
will benefit from the widened base of farm income. At the 
same time the increase in the demand for dairy products 
will be so large that all that can be produced in the estab- 
lished dairy regions in New York, Wisconsin, and other 
northern states, and in these new dairy areas as well, will 
find ready sale at good prices. 

Both farmers and industrial labor must work together in 
trying to solve the industrial problem. Their broad inter- 
ests are one and indivisible. They prosper or suffer to- 
gether. Yet it is often difficult for them to remember or 
appreciate this underlying unity of interest in the face of 
short-time interests which are apparently diverse. It is 
only human to want to sell dear and to buy cheap. Farmers 
tend to grumble at high prices for industrial products, 
without stopping to remember that high prices for farm 
products depend on the buying power of the cities. Labor 
groups tend to resist increases in prices of food, and some- 
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times have even boycotted meat, without stopping to in- 
quire whether those high prices were due to bad weather 
or droughts, or whether the price increases were because 
prices before had been disastrously low. Farm groups 
sometimes have been led to break up strikes of creamery 
operatives or canning-factory workers because the market 
for their products was cut off, without stopping to consider 
whether the contentions of the strikers were justified or 
not. All the statesmanship and vision of the leaders of 
farmers and of labor must be applied to the task of getting 
both groups to appreciate their larger common interests, 
and to work out mutual solutions of those problems where 
for the moment their interests appear to be divergent. 
Businessmen, likewise, have a common interest with 
farmers and with labor in increased and full production. 
The cooperation of businessmen is needed in solving the 
mutual problems. When farmers, workers, and business- 
men cooperate in conscious programs of Industrial Expan- 
sion, their common interests in the success of those pro- 
grams wdl become apparent and obvious. 

Farmers did not like to plow under cotton, or to kill pigs 
instead of fattening them. When under the early A.A.A. 
programs, they combined to restrict marketmg, or to hold 
good land out of cultivation, they did it with reluctance 
and a heavy heart. They grumbled and swore at a social 
system that forced them to restrict production in order to 
keep from going bankrupt themselves. Secretary Wallace 
expressed this innate feeling of farmers when he said; “To 
have to destroy a growing crop is a shocking commentary 
on our civilization.” 

Once Industrial Expansion starts to increase industrial 
demand, it will no longer be necessary for farmers to hold 
down on output so as to prosper in our civilization. Instead 
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they will turn with a glad heart to increasing the yields of 
then: seed stock and the productivity of their breeding 
animals. The breeder of superior plants and animals will 
again become active. Farmers will produce abundantly 
yet without fear. They will provide amply for the city 
workers, and in turn will receive back a generous share of 
what the city produces. Agriculture and industry will 
continue in balance, but mstead of seeking to balance scar- 
city they will both move forward to a balanced abundance. 


XIX 

What mil be the effect on jarm laborers? 


Most of the human labor on our farms is done by the 
farmers themselves. A little more than half of them are 
owners. The remaining less than half are tenants, paying 
either a cash or share rent. The farm owners and tenants, 
together with members of their families who receive no pay 
in cash, do most of the work in farming. In addition, hired 
men are employed on the larger farms, or field or wage 
hands are used as supplementary labor at planting and 
harvesttime. These farm laborers may be hired year-round 
and hve practically as one of the family, like the traditional 
“hired man” of the Midwest, or at the other extreme they 
may be hired merely for a few hours or a few days, at a 
daily wage or on a piece rate basis. 

Out of the loYz million people working in 1929 on farms, 
about 2% million were hired laborers. Since then the 
number has declined, dropping to 2,495,000 by 1932. The 
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decline in the number of paid farm workers reflects several 
causes. Unpaid family labor has increased with the larger 
population dammed back on farms. Unsatisfactory income 
from farming has forced farmers to economize in every 
possible way. The continued improvement in the quality 
and efficiency of farm machinery has reduced the labor 
needed on farms. Finally, acreages of intensive crops such 
as cotton and tobacco have been restricted or reduced be- 
cause of the limited foreign market. 

At the same time that the demand for farm labor has been 
declining, the supply has been increasing. The number of 
men looking for farm work always closely reflects employ- 
ment possibilities in the cities. When city jobs are scarce, 
men turn to farming as a last resort. 

During the years of the depression many city families 
settled in the open country. A few of these have found 
empty houses or built comfortable cabins for themselves. 
Most of them, though, have built the cheapest sort of 
shacks, as already described. Many have settled m wooded 
areas, long abandoned as too poor for commercial farming. 
There they have cleared a small tract of land, and are 
attempting to grow at least some green vegetables and 
potatoes as food for themselves. The census of 1935 
showed that the number of farms of less than 20 acres had 
increased about 200,000 since 1930.^ Many of these repre- 
sented the families of this back-to-the-land movement born 
of the depression and unemployment. Practically all of 
these families hope to find extra work on the farms or the 
roads, or in lumbering, to supplement the pitiably small 
product they can grow for themselves on their small 
clearings. 

1 This is the change after adjusting the increase of 548,000 reported by 
the Census to allow for changes m the method of counting small farms. 
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With a reduction in the demand for farm labor, and an 
increase in the supply, farm laborers failed to share in the 
national recovery from the great depression. In 1929, 
farmers are estimated to have paid out 1,194 million dollars 
to farm laborers. By 1932, the payments to farm laborers 
had fallen to 475 million. Since then, farm income has 
greatly increased, but farmers’ payments to hired labor in 
1936 were still only 592 million. By 1937 the payments had 
gone up to 673 million.^ 

The farm laborer has thus been the ultimate forgotten 
man of the recovery period. What he lost during the period 
of agricultural distress, he has not gotten back agam during 
the period of recovery. Farm income dropped from 11.9 
to 5.3 billion between 1929 and 1932. Payments to labor 
dropped even farther. Farm income rose to 9V2 billion by 
1936, payments to farm labor increased hardly at all. The 
share which hired farm laborers receive out of the gross 
income of agriculture has been steadily shrinking. It was 
10 percent in 1929; by 1932 it was only 9 percent; and by 
1936 it was down to 6.5 percent. 

‘The earnings of farm laborers are low, even of those 
who escape relief. An approximate average annual cash 
income of only $265 was reported by a recent nation-wide 
study of farm laborers m eleven representative counties. 

In three of these counties, cash income was less than $200, 
and in one of them it fell as low as $127. These laborers 
were not indigents, for less than two percent of their aver- 
age income came from relief. As might be expected, de- 
pendence on relief was greatest in the county where cash 
income was lowest. In that county, because of the inade- 

^U. S. Department of Agriculture: “Agricultural Statistics, 1938,” 
U. S. Government Prmtmg OfSce, p. 434, for payments through 1935. 
1936 and 1937 are estimates by the AAA. 



FARM LABORERS 133 

quacy of earnings, twenty percent of the farm laborers 

received rehef.” ^ 

The plight of farm laborers has been made increasingly 
serious by the large numbers swept from their previous 
homes in recent years. First the dust storms, and then later 
the widespread adoption of the improved general purpose 
tractor, have displaced thousands of tenants, owners, and 
laborers from the Great Flams and the cotton South. Most 
of these have moved west, to increase the already super- 
abundant supply of itinerant labor on the Pacific Coast. 
A quarter-million such persons entered California alone 
from 1935 through 1937, and the migration still contmues 
m almost undimimshed volume. Unable to obtain relief 
because of lack of residence, constructing squatters’ camps 
“of wood, tin, or such cast-off material as can be obtained 
in the vicimty,” subject to smallpox, typhoid, and other 
diseases, with their children undernourished and sickly, 
most of these farmhes live in a squalor and misery mexcus- 
able in our rich land.The migratory workers’ camps con- 
structed by the Farm Security Administration, although 
doing much to show what could be done, still meet only a 
small part of the problem. These workers drive on the 
average over 500 miles to get each new job of seasonal work 
on peas, cantaloupes, grapes, or melons, and then often 
find no work at the end of the drive. Outcasts from farm 
and city, these “dust bowlers” are hving evidence of the 
shortcomings of our industrial order. 

When Industrial Expansion starts putting city people 
back to work, it will greatly improve the position of the 

^ Paul S. Taylor, statement before Senate Committee, “Hearings before 
a Special Committee to Investigate Unemployment and Relief United 
States Senate,” 75th Congress, 3rd session, Volume 2, March 14, 1938, 
p, 1157. 
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farm worker, both on the demand side and the supply side. 
Rising city income will increase the demand for farm prod- 
ucts. Farmers will produce and sell more milk and vege- 
tables and fruit and other products at higher prices. More 
farm workers will be needed, and farmers will have the 
income to pay them better. How much additional farm 
labor such an increased market would require is shown 
roughly by tentative estimates already worked out by the 
Division of Farm Management of the Bureau of Agricul- 
tural Economics. The reduction in cash crops, and the in- 
crease in livestock and specialty crops, would spread the 
work out better over the year, and provide more days of 
work for seasonal labor now employed only part time. Per- 
haps one-quarter of the additional labor needed could be 
provided in that way, while three-quarters would make 
jobs for more men. In that case by the time there is full 
employment in the cities, 3 V2 million more men would be 
needed to work on farms. Unless labor-saving machinery 
on farms is greatly increased, there would be an increase of 
44 percent in the total man-hours of labor used in farming. 
Many farmers who do not now hire labor will be hiring 
men, and those who already have hired workers will be 
looking for more. The expansion of the production of in- 
tensive products, such as fruits and vegetables and fluid 
milk, will develop especial needs for more man power on 
farms and will provide more year-round jobs for farm 
laborers. 

Meanwhile Industrial Expansion will be correcting the 
oversupply of farm labor. As expanding business activity 
makes new jobs in the cities and industrial areas, the su- 
perior opportumties in industry will attract men back to 
the city. Many country families will move out of their 
flimsy shacks and give up their handkerchief gardens, and 
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go back gladly to steady jobs at decent pay. The sons and 
daughters of farmers will leave their parents’ farms and 
seek the wider possibilities m the cities, just as they have 
usually done in the past. 

The excess population dammed back on the farms will 
be drained away mto industry. There will be less unpaid 
family labor on farms, and more need for labor. The posi- 
tion of the farm laborer will rise accordingly. Even though 
the farmer will have to pay more for hired labor, that will 
not be a burden to him. As was shown in the preceding 
chapter, farmmg is an industry where low income can 
never be completely offset by reduced expenses, and where 
good times increase income faster than they increase 
expenses. Widespread restoration of city employment 
through Industrial Expansion can increase farm income to 
far above what it was from 1924 to 1929. Farm labor will 
receive decent living wages, and farmers will prosper at 
the same time. 

The farm labor problem is especially acute in the South. 
There the birth rate far exceeds the death rate, and the 
excess of population is very large. Much of the land is 
badly eroded or worn-out. Even in the more prosperous 
sections, such as in the Mississippi Delta or the Kentucky 
Burley tobacco areas, the cropland per farm family is very 
small. The typical farm in the South has less than 50 acres, 
as compared with about 1 50 in the Com Belt. The major 
cash crops, cotton and tobacco, and the specialty products, 
such as peaches, strawberries, watermelons, and early vege- 
tables, are largely intensive crops requiring much labor per 
acre. The large surplus of labor available has encouraged 
farmers to use labor wastefully, and has retarded the sub- 
stitution of animal or mechanical power for human effort. 
In consequence of all these factors, the value of farm prod- 
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uct produced for each man-hour used is very low in the 
South. Even though farm wages are desperately low and 
tenant incomes are enough only to cover the meanest kind 
of food and clothing, the farmers for whom these laborers 
and tenants work also usually have low incomes. More pro- 
duction per man, not redistribution of what is now pro- 
duced, is needed to cure Southern poverty. 

Industrial Expansion will provide entirely new oppor- 
tunities for Southern farmers and farm workers. In areas 
hke Birmingham, the Tennessee Valley, and the Piedmont 
Plateau cotton mill area, industrial activity will increase 
rapidly. There will be many more jobs near at hand to pro- 
vide work at decent pay for the excess farm population. 
The demand for specialized products of the South will in- 
crease, and the acres in these crops wiU expand rapidly. 
The larger buying power of these farmers will in turn 
provide better near-by markets for the products of South- 
ern industry. Machines to chop and pick cotton, set and 
cultivate truck crops, and harvest various specialized prod- 
ucts, will be improved and perfected. As farm labor be- 
comes more costly, less human labor will be used and more 
reliance will be placed on draft power and machines. Each 
man will handle more land. Some of the families will move 
to industrial centers to work, or wiU commute. The fami- 
lies that stay on the land wiU each handle a larger area. 
The children will spend more time in school or recreation, 
and less time in back-breaking hand labor in the fields. 
With larger farms, more acres handled per man, and more 
machinery, the output per man will gradually increase. In- 
comes per farmer will rise, tenants’ incomes wiU increase, 
and farm labor wages will rise. 

The Industrial Expansion program will thus improve the 
lot of the farm laborer. North and South, even though it 
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makes no attempt at direct regulation of his wage. By- 
creating a demand for labor m other occupations at rising 
levels of pay, it will dram off men from farm work. By 
creating rismg demands for farm products, it will mcrease 
the demand for labor on farms. Rising farm income and 
farm wages wdl result. The higher wages m turn will 
stimulate more economical use of labor and increased out- 
put per farm worker. As still more men are drained away 
to industrial work, the productivity and pay of those re- 
maining on the farms will tend to rise toward the levels of 
those in industrial work. Competition for men wdl thus 
ultimately put a firm bottom below farm wages. 

Industrial Expansion thus ojffers a promising method for 
aiding the farm laborer. It will aid him by attacking that 
half of the farm problem which is yet unsolved. The 
A.A.A. has made good progress in solving the half of the 
problem that lies m farmers’ hands — the adjustment of 
supply. The A. A. A. can do little to affect or influence the 
other half, the increase of demand. That half hes in the 
cities and the industrial regions. Only a program that can 
influence the volume of industrial employment can solve 
that half of the farm problem. Industrial Expansion, or 
some parallel program to really bring about a continuous 
and persisting increase in industrial employment and pro- 
duction, is needed. Only such a program can simultane- 
ously solve the twin problem of low incomes on the farm 
and unemployment in the cities. If and when Industrial 
Expansion is attempted, farmers and farm laborers will 
have as vital a stake in its success as will city workers. 
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XX 

Will housing be provided for? 

If Industrial Expansion is to work, it must expand house 
construction. Housing, together with other forms of con- 
struction, is one of our most important city industries. 
Many different products go into a house, such as lumber, 
cement, plaster, bricks, wire, structural steel, nails, glass, 
hardware, pipe, plumbing fixtures, heatmg and electrical 
equipment and fixtures. The manufacture of these prod- 
ucts, then shipment by rail or water, and their merchandis- 
ing and sale, make jobs for millions of men when buildmg 
is going strong. Many other men work in planning and 
constructing houses, including architects, contractors, car- 
penters, bricklayers, plumbers, electricians, plasterers, and 
building laborers. When construction is at full levels it 
provides jobs, directly or indirectly, for one-fifth to one- 
quarter of all our city workers. 

Besides being one of our biggest city industries, con- 
struction is one of the most variable. House and apartment 
construction in particular shows recurring cycles of high 
and low production of astonishing amplitude. These cycles 
last over many years. In 1918 housing construction was 
at a low point in the cycle, with only 241,000 new housing 
units built. (A unit is a house or apartment for a single 
family.) From then on housing construction increased 
steadily to 1925. In that year it had a peak of 937,000 units 
built, or almost four times as many as at the low. Then 
house construction declined, slowly until 1929, and rapidly 
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thereafter. The low was in 1933, when only 54,000 units 
were built, or but one-seventeenth of the previous peak. 
After 1933 there was a gradual upturn to 1937, when 
rapidly rising costs of building checked the recovery.^ 
During 1932, 1933, and 1934 fewer housing units were 
constructed each year than were destroyed by fire or other 
causes. Meanwhile population growth and marriages are 
increasing our number of families by about 400,000 each 
year. In consequence of our failure to build for so many 
years there is now an accumulated shortage of at least 
2,000,000 houses. Even if nothing is done to replace the 
inadequate houses in which so many of our people live, a 
large volume of construction is necessary to provide for 
the continuing increase in the number of families and to 
gradually make up the accumulated shortage. The poten- 
tial demands thus justify a great increase in activity in house 
construction. 

If Industrial Expansion is to increase our total of indus- 
trial activity to anywhere near capacity, it must bring 
about a substantial recovery in housing. Too much of our 
industrial activity depends on housing to get full employ- 
ment without housing also going strong. In mid-1937 in- 
dustrial production was back up to within 7 percent of the 
aU-time high of 1929. Yet there were still six to seven mil- 
lion potential workers unemployed in the middle of 1937. 
The fact that housing was still far below normal was one 
reason for that continuing heavy unemployment. 

In other major industries. Industrial Expansion will 
operate through expansion programs prepared by the in- 
dustry. These programs in turn will be crystallized into 

1 David L. Wickens and Ray R. Foster: “Non-Farm Residential Con- 
struction I920-I936,” National Bureau of Economic Research BuEetin 
No, 65, September 15, 1937, for estimate on number of units built. 
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underwriting contracts between the individual concerns 
and the government. The contracts will definitely provide 
for the programmed expansion in output, activity, and jobs. 

In most of the other major industries there are a few big 
corporations which dominate the industry. Even with all 
the small corporations added in, 100 to 300 concerns ac- 
count for practically all the producnon m each of most 
major industries. But in house construction there are no 
big concerns at all. In fact, we practically have no organ- 
ized house construction mdustry. Construction of single 
houses is hardly past the state of industrial progress that 
men’s clothmg was when every suit was made separately 
by a tailor, cut especially for the individual wearer. In 
housing, we have architects who plan houses, speculators 
who put up the money to budd one or ten or sometimes 
twenty houses at a time, builders or contractors who bid 
on the plans prepared by the architects, and subcontractors 
who bid for the separate parts of each job, and hire the 
labor to do the work. The architects who plan the houses 
have little or no contact with the problems faced by the 
subcontractors and their laborers who actually carry out 
the plans, so there is little progress in erection methods. 
The whole business is characteristically very small-scale 
and haphazard, with relatively little effort to systematize 
work or develop more efficient methods. 

As matters now stand, it would be impossible for the 
builders of the country to contract with the Industrial Ex- 
pansion authorities to increase their operations by any given 
percentage. The builders do not build houses like the auto- 
mobile companies build cars. They are only fabricators, 
building on order as individuals or speculators give them 
the opportunity. Left to themselves, they would have 
neither the finances nor the experience to launch out on any 
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large agreed program of housmg expansion. 

To meet the difficulties just mentioned, the Industrial 
Expansion plan provides for especial action in the housing 
field. Instead of leaving it to the housing mdustry to ex- 
pand house construction, it provides for the creation of a 
new Federal Housing Corporation. This corporation will 
work with the housing industry to prepare desirable pro- 
grams for expansion of housing construction. As compared 
with 285,000 units built m 1937, if Industrial Expansion 
were begun immediately, it might provide for 350,000 to 
be built in 1939, 500,000 to be built in 1940, 600,000 in 
1941. The annual rate would increase until the desirable 
rate for continuous operation was attained. The program 
will show how many new housing units are to be built in 
each region and locality, and how many are to be built in 
each price-range. State and city planning boards will assist 
in preparing these housing programs, to insure that the 
new houses are planned for where they are going to be 
needed. The Federal Housing Administration, the United 
States Housing Authority, the Home Owners Loan Cor- 
poration, and other housing agencies would be drawn on 
for technical advice and aid in preparing the housing pro- 
gram. 

After the housing program is worked out for the year 
ahead, individual investors and speculators will be called in 
to determine what part of the program they are prepared 
to finance themselves. In any area where the amount of 
construction which private concerns or low-cost housmg 
authorities are ready to undertake comes up to the full 
planned volume, the job will be left to them. Contracts 
underwriting the proposed volume of housing will be 
signed with the concerns or individuals, just as contracts 
will be signed with concerns in any other expansion pro- 
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gram. In any area or city where private parties or existing 
public authorities are not prepared to undertake the pro- 
gram as planned, the new government agency will under- 
take it itself. The agency will either let bids for the addi- 
tional houses or apartments to be built, or will budd them 
itself, whichever is more advantageous. After the housing 
is completed, it will either sell the houses at cost plus normal 
overhead, or will rent them. The rents will be adequate to 
cover all costs, including amortization and interest. In 
either case it will make payments to local governments 
equivalent to the taxes that private parties would be liable 
for on the same operation. 

This positive program will insure steadily increasing ac- 
tivity and sales m all the industries dependent upon hous- 
ing. By giving them an assured market for their products, 
it will enable them to sell at reasonable prices and yet make 
good profits. Even though housing volume increased in 
1938, it was still below normal levels. Costs are high, both 
for materials and labor. Many materials, plaster, structural 
steel, cement, and glass, for example, have been selling at 
prices materially higher than in 1929. The volume of con- 
struction is so low that the concerns are making few sales 
and are operating at only a fraction of capacity, while in 
many areas building workers are finding only a few months 
work each year. The building material concerns are los- 
ing money despite the high prices, and the building work- 
men and craftsmen are in want despite the high wage 
rates. If building were running at full blast material manu- 
facturers could sell at lower prices, and union laborers 
could work at lower rates per hour, and stiU make much 
higher profits or income than they now make. But each 
one argues, and rightly, that merely to reduce the price of 
their product or their labor, by itself, would not insure a 
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compensating expansion m volume. Any one interest that 
cut by Itself would merely get a still smaller income. 

In building, as m so many other parts of the mdustrial 
system, collective or joint action can do things that in- 
dividual action cannot do. All elements in building could 
jointly reduce costs, and so produce houses cheaply enough 
that they could be sold in large numbers. But as the indus- 
try is now organized it has no way to achieve this joint 
action and break the deadlock. The Federal Government 
has aided cheaper financing through F.H.A., but industry 
action to organize construction on a more rational basis is 
still lacking. 

Industrial Expansion provides a way to get action in 
building. The expansion program for housing will be co- 
ordinated with the expansion program for each major 
building material industry. The programs for each build- 
ing material will provide for the expansion m production 
necessary to build the planned number of housmg units. 
In return for the guaranteed expansion in the market for 
its product, the building materials that are too high will be 
reduced in price under their industry program. Assured 
of full-volume sales, buUdmg material wholesalers and re- 
tailers will be able to reduce margins and yet make larger 
profits. In return for the guaranteed expansion in jobs, and 
the assurance of continued activity through the year, build- 
ing wage rates can be reduced in some cases, yet the men 
will earn far more income per year. As building activity 
increases further, so that full activity through the year is 
needed to fill the program, annual wage agreements can be 
developed for many types of labor. Unions which have 
seen their men have so little work that even at $ i .50 or $ i .7 5 
per hour they earn less than $1,000 a year, will be quite 
willing to have their men employed on a guaranteed annual 
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wage of f i,8oo or $2,000 a year for 1 1 months’ work and 
one month vacation. They wdl agree to that when they 
are given assurances that the jobs are there to employ their 
men. That will be a sure income per year higher than most 
of their workers have ever earned before. As the industrial 
programs carry production still higher, and as pre-cutting, 
prefabrication, and relaxation of restrictions on output 
greatly increase the output per building worker, the nuni- 
mum annual wage for building workers can gradually be 
advanced still further, to $2,500 and eventually even to 
$3,000 or higher. 

There are still other advantages that this assured volume 
of building can yield. In England, under government 
stimulation of housing, great progress has been made in the 
production of houses on a mass-production basis. Large 
corporations have grown up. These corporations lay out 
and build whole communities in a smgle undertaking. Sev- 
eral of them build as many as 5,000 housmg units a year. 
As a result of the economies of such mass construction, 
costs have been greatly reduced, regardless of whether the 
houses are sold or rented. It has been reported that a house 
that cost almost 1,000 pounds when this program was just 
getting started is sold at a profit today at 400 pounds. 

As yet no similar large-scale construction of houses has 
been developed in this country by private industry. But 
the way for such a development has been pioneered by the 
government. When the Rural Resettlement Administra- 
tion was transferred to the Department of Agriculture, Sec- 
retary Wallace established a policy that no homes should 
be constructed which cost, on the average, more than 
$1,200 in the South, or $2,100 in the North. Two army en- 
gineers were put in charge of operations under that policy. 
They have developed methods of mass production and 
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erection which have made it possible to build a sound, 
roomy house within those limits. In doing that they had 
their architects and engineers develop plans that use ex- 
clusively standard lengths and sizes of lumber and other 
materials. Room plans were designed to fit materials, in- 
stead of wasting materials to fit room plans. Construction 
designs were developed which show the exact size and loca- 
tion of every bit of framing m the house. Each piece has 
its own number. The cutting list shows the size of each of 
these designated pieces, exactly the size of the stick of lum- 
ber to be bought to cut it out of, exactly how the end is to 
be beveled or cut, and how many pieces are needed in each 
house, A small mill is set up on each project, and the pieces 
for the 10, 20, or 30 houses being erected are cut out and 
tied up in bundles for each house. Instead of having enough 
lumber left over to run the fireplace for a couple of years, 
as is frequent on a new house, there’s only about enough 
waste for one good fireplace fire. In bad weather the men 
work in the mill cutting the lumber, or inside the houses 
that are already roofed, in good weather they put up the 
new houses from the pieces already cut, numbered, and 
bundled. 

This system of pre-planning house erection has not meant 
the standardization of the finished product. One single base 
plan may produce eight to ten distinctive houses, by differ- 
ent placing of the porches and dormers, and by facing the 
house in different directions. Use of six or eight different 
base designs can provide 50 different houses, which is 
ample for variety in a community of 100 to 200 houses. 

The technique of pre-planning has been evolved gradu- 
ally. Each design is studied and built many times. Sug- 
gestions from the foremen and laborers are studied to save 
time, motion, and cost. Sometimes shifting the location of 
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a post six inches may save a half-hour in erection. In one 
design, 200 different houses were built before the design 
was perfected, and it is still subject to change. 

Nearly 5,000 houses have been bmlt by the Farm Se- 
curity Admmistration during the past year from such 
plans. (That is the new name for the Resettlement Admin- 
istration.) The method has been developed so far that total 
costs have been cut 20 to 30 percent below conventional 
methods. Paying union wage scales, and using first-grade 
lumber, complete 5 -room houses with three bedrooms are 
bemg built for a cost (excluding land, profit, and overhead) 
of $2 2 50 in frame, or I2430 in brick. These are not tiny 
skimped affairs, but good-sized well-built houses, with liv- 
ing rooms 12 feet by 2 1 feet, and bedrooms 12 feet by 12. 
If these houses were built in such large numbers that annual 
wage agreements could be worked out for the labor, still 
further savings could be made. 

What this experience shows is that good substantial 
houses can be built, including land, overhead, and profit, 
for a final cost of not over $3,000 to $3,500. That meajis 
that the same men who build the houses can afford to live 
in them. When that is done on a large scale, Americans 
can 'use not two or three million new houses, but 10 or 15 
million new houses. 

Parallel experiments in methods of low-cost construction 
are being conducted by private concerns interested in hous- 
ing, especially producers of buildmg materials. The Na- 
tional Small Homes Demonstration, financed largely from 
such sources, has spent over $10,000 developing standard 
plans for a 4-room house that can be built and sold for $3,- 
000, including land and overhead. These plans are just 
moving into the stage of tests in actual construction. Sev- 
eral large concerns in the building material field are experi- 



HOUSING 


147 

meriting individually at their own expense with various 
types of low-cost housing. Lumber manufacturers have 
been cooperating in a joint effort to develop plans for the 
complete unit sales, by lumber or buildmg material dealers, 
of all the materials needed to erect a house from their stand- 
ard plans. This will simplify the purchasing problem and 
reduce the selling expense. They are educating their dealers 
to this new method of selling. Meanwhile many concerns 
are experimenting with pre-fabricated houses of many 
types. In most cases these are based on factory fabrication 
of panels or other wall units, complete with doors, win- 
dows, wiring, etc. all installed, and of kitchen and bathroom 
walls or units complete with all utihties and plumbing ready 
to be screwed together. Cement, wood, plywood, steel, and 
other materials are being experimented with as the basic 
materials for these panels. Out of this great mass of experi- 
mentation with new low-cost methods some improvement 
in general building practices and reduction in cost has al- 
ready come. All of these methods are based upon careful 
advance planning of details and the use of repetitive proc- 
esses to reduce labor costs. Actual large-volume operation 
would also open the way to purchase of materials in car- 
load lots, trucking direct from the car to the operation with- 
out intermediate trucking and storing at the dealers’ ware- 
house or yard, and in other ways would reduce dealers’ 
gross margins which now frequently exceed the factory 
price. 

As soon as any agency, such as that suggested here, pro- 
vides an assured market for large numbers of houses, quan- 
tity production will be possible on the basis of these existing 
experiments. Actual tests in quantity production and de- 
termination of consumers’ preferences among the resulting 
varied products will then gradually sort out the most effec- 
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tive methods and processes for low-cost housing from the 
many now in the blueprint or experimental stage. 

On another front the U. S. Housing Authority, in co- 
operation with local housing authorities, is pioneering in 
reducing costs for multi-family dwellmgs. By careful plan- 
mng and ehmmation of fussy details, and by the coopera- 
tion of large construction concerns in taking all possible 
advantage of cost reductions through large-scale opera- 
tions, the building cost for apartments m New York City 
has been reduced from the $1250 per room permitted in the 
law to $850 on the first contract let. In smaller cities it is 
expected that costs can be cut to $700 per room, instead 
of the 1 1,000 permitted in the law. This experience in 
building for publicly-subsidized construction can also be 
applied to reduce costs for unsubsidized apartments. 

Few people reahze that our housing industry has never 
catered to the mass of our people. About half of our peo- 
ple pay rents ranging from $10 to $30 a month.’- That 
means roughly they can live in new houses only if those 
houses could be built at 1 1,000 to $3,000 apiece. Even 
when the mimmum income is raised to $2,000 a year as a 
result of several successive years of Industrial Expansion 
programs, men receiving such a minimum wage will be 
able to spend only about $3 5 or I40 a month for rent. How 
many houses are built to sell (includmg lots) for $3,500 or 
$4,000, or to rent for equivalent rates^ Today four-fifths 
of our new urban houses are built to sell at over $4,000.^ 
It takes a family income of $2,000 a year or more to live 

3 - This was true in 1934. In that year, in 64 medium-sized cities, 63 
percent of all rented houses were in the $10 to $30 group. See “Real 
Property Inventory 1934, Summary and Sixty-Four Cities Combined,” 
U. S. Dept, of Commerce, Bureau of Foreign and Domesac Commerce, 

1934 

2 This statement is based on the appraised value of single-house units 
qualifying for F.H.A. loans. 



HOUSING 


149 

in such houses.^ Only one-quarter of our non-farm families 
have mcomes as high as that.^ Four-fifths of our building is 
in a price class that only the top quarter of our families can 
afford. In houses, we produce largely Buicks, Packards, or 
Rolls-Royces, while our people need Fords or Chevrolets. 
When our houses are worn-out and ramshackle, at third, 
fourth, or fifth hand, they descend to the poorer groups to 
occupy. That does not give them decent housing any more 
than a worn-out Cadillac gives low-cost transportation. 
Houses that are built so efficiently that the men who build 
them can afford to live in them will help remake the face 
of America. They will abolish our slums, in cities, villages, 
and open country. 

The large volume of housing which Industrial Expan- 
sion will guarantee will make possible rapid strides in the 
development of a large-scale housing industry. Some of 
the progress may be made by the Federal Housing Corpo- 
ration, building well-planned model communities itself on 
a mass-production basis. Some may be made by large pri- 
vate corporations, set up to build in the large volume that 
the public corporation wiU stand ready to contract for. 
And some may be made by the men already in the building 
and contracting field, expanding their operations year by 
year under contracts with the public agencies or for private 
investors, or from their own gradually expanding capital. 

In the housing field. Industrial Expansion will provide an 
immediate and continuing increase in the volume of con- 
struction. This will insure steady markets for the product 
of many other industries. It will enable the industry to 
provide less expensive houses, through securing the econo- 

2- See “Financial Survey of Urban Housing,” U S, Dept of Com , 1937. 

2 The exact figure, for 1935-36, was 768 percent of the non-farm 
families. See “Consumer Incomes m the U. S.,” National Resources Com- 
mittee, pp. 97, 101, 1038. 
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mies of full operation. But even more, it will stimulate de- 
velopments m the mass production of houses which will 
eventually provide all our lower-income groups far better 
and more comfortable homes than they have ever enjoyed. 

New furniture, new rugs, and new fittings will follow 
new homes, and provide a large and expanding volume of 
useful work for years or even decades ahead. Our workers 
will be comfortably, securely, and respectably housed, and 
fully occupied. The social unrest which produces revolu- 
tion or other violent change will not be present in such a 
population. 


XXI 

Will railroads cooperate in Industrial Expansion? 

Railroads are important in our industrial system in many 
ways. They perform an essential function in transport. 
They are great employers of men. They are among the 
most important purchasers of coal, steel, and railroad 
equipment. The volume of their traffic is one of the most 
sensitive thermometers of the industrial health of the na- 
tion. As carriers of goods and men, as employers, as pur- 
chasers, no program for economic organization would be 
complete unless it made proper provision for the railroads’ 
place in it. 

For years railroads have been subject to many forms of 
pubhc supervision and regulation. In bringing them into 
cooperation with Industrial Expansion, there is no problem 
of the right of government to intervene in the affairs of 
the rads. The only problem is how the existing methods 
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of intervention and the existing public agencies of control 
can be made to work most effectively under a program of 
conscious industry expansion. 

Public control of railroads in the past has been ineffec- 
tive both because it has been divided and because it has been 
operated without any clear lines of general economic pol- 
icy. The Interstate Commerce Commission has had control 
of rates and service, but has lacked authority over the hold- 
ing companies and investment banks which have for years 
had a strange hold over most of the important carriers. The 
National Mediation Board has been responsible for settling 
disputes between management and labor. The Railroad 
Retirement Board handles employee pension matters. The 
R.F.C. has extended financial help to keep railroads out of 
bankruptcy. Between them, railroad rates have at times 
been increased in time of depression, when the welfare of 
the country demanded that they be decreased. Wage 
changes have been set without regard to whether traffic 
could stand higher freight rates. In bad times the roads 
have stopped buying new equipment and have pinched to 
the bone on maintenance. In good times they have bought 
frantically to meet the demands for service, intensifying 
the boom expansion. The variabihty in locomotive pur- 
chases has already been shown.^ Unplanned and uncoor- 
dinated railroad policies have thus contributed to our 
economic instability as a whole. 

The general outlines of the relations of railroads to In- 
dustrial Expansion are clear. Railroads have capacity to 
handle a freight and passenger traffic far above what they 
are now carrying. As their trafiic volume increases, their 
income will go up much faster than their operating ex- 
penses. They will have a much wider margin out of which 
Note Chapter II. 
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to buy new equipment, pay interest and dividends, and hire 
more men. If they operate to full capacity, they could even 
reduce rates somewhat and still make very satisfactory 
profits. The problem under Industrial Expansion would 
be how to figure out the rail program in advance as an in- 
tegral part of the general program of expansion, and as part 
of an integrated system of transportation covering all com- 
mon carriers. If that is properly done, the increase in rail 
employment, the reduction of freight rates, the increase in 
the purchase of freight cars and other rolling stock and of 
rails and other material for roadbed rehabilitation, could all 
go into effect simultaneously with the first expansion pro- 
gram. They would contribute their share to the general 
over-all expansion in industrial activity. Existing railroad 
problems such as overcapitalization, duplicatmg rights of 
way, bankrupt roads, and the whole problem of consolida- 
tion, reorganization, and writing down the rail capital debt 
where it is impossibly large, would still remain for solution. 
Industrial Expansion could hardly undertake to solve all 
these problems inherited from the past. Some of them 
would become less serious as a result of the expanding ac- 
tivity that would be produced. Those that did not would 
have to be solved on their own feet, independent of the 
general industrial program. But enough big roads would 
be put into sound condition by expanding traffic to coop- 
erate with Industrial Expansion, and to insure the success 
of the general railroad program for expansion. 

The fact of the dependence of the roads on volume is 
very clear. With the shrmking business activity after 1 929, 
the operating revenue of the roads fell from $6,373,004,000 
in 1929 to $3,168,537,000 in 1932. Meanwhile operating 
expenses were reduced from $4,579,162,000 to $2,441,- 
814,000, Revenues fell 3.2 billions and expenses were cut 
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2.1 billions. After paying taxes, the net income shrank 
from nearly 1000 million m 1929 to a deficit of 122 million 
for 1932. During the recovery after 1932, the process was 
reversed. Between 1933 and 1937, operating revenues in- 
creased over a billion dollars while operating expenses went 
up a little over 700 millions. The net income went up from 
a deficit to a profit of 146 imlhons.^ 

Therecovery in profits was achieved even though freight 
rates were high compared with other prices, and even 
though trucks were constantly taking away more and more 
of the traffic, especially the more profitable less-than-car- 
load movement. If the roads could get their rates into more 
reasonable levels compared with the competitive truck 
costs, that would give them a larger expansion of traffic 
from the general mdustrial expansion than they secured 
from the recovery after 1932. 

In the use of labor, the roads have made great strides in 
increasing efficiency. With longer trains, more powerful 
engmes, and faster schedules, they increased the average 
amount of traffic handled per man by 32.8 percent between 
1926 and 1936.^ The average traffic output per man-hour 
worked went up 34 percent, in the same period. Mean- 
while labor costs per unit of traffic declined only 1 4 percent. 
The gams in efficiency therefore did not mean proportion- 
ately lower labor costs. There are long-established union 
rules under which the men in the operating service are paid 
on the basis of the number of miles travelled, the number of 
cars handled, etc., so that the higher speed and larger vol- 
ume per man-day has not meant correspondmg reductions 
in labor costs per unit of traffic. Peculiarly enough, it has 

1 Interstate Commerce Commission, ‘‘Annual Report on Statistics of 
Railroads,” statement 53, 1937 

2 Monthly Labor July 1937, pp 80 and 85. 
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not meant much gain in average income to the men, either. 
Instead, it has meant mainly that they get through the usual 
month’s work in a fewer number of days. 

Given a sure expansion in traffic, such as Industrial Ex- 
pansion could guarantee to produce, there is obviously 
place in the railroad situation for a bargain as to the divi- 
sion of the gains in efficiency and activity. This bargain 
would be to the mutual advantage of the carriers, the em- 
ployees, the investors in the rails, and the general public, aU 
at the same time. The elements of this division could be 
along the foUowmg Imes- 

(i.) The roads would undertake to employ more men, 
as a result of the larger traffic they were sure to have. 

( 2 . ) The roads would also undertake a specified increase 
in maintenance and purchase of new equipment, to provide 
for the expansions ahead. 

(3.) The operating unions (for road, train, and engine 
service) would agree to a modification of the existing work- 
ing rules, under which each man would work full time. He 
would receive more pay per week, but in some cases less 
pay per hour or per mile than he had received before. The 
increases in hours would be so calculated that, with the 
programmed expansion in traffic, more men would be em- 
ployed on most lines, and no man would be laid off any- 
where. 

(4.) In return for the assured volume and the reduced 
wage cost per hour, the roads would agree to a substantial 
reduction in freight rates, to a point where they would have 
a reasonable relation to the level of commodity prices. 
With the increased traffic, of course, the railroads would 
still get a greatly increased revenue, even with the lower 
rates. 

Working out a general program of this sort would in- 
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volve a large number of compromises between the several 
interests involved. It is possible that the necessary arrange- 
ments could be worked out by some joint conference of the 
existing railroad governing bodies, including the carriers 
and the labor unions from the industry, and the I. C. C. and 
the National Mediation Board from government. If the 
office of Coordinator of Transportation is reestablished, he 
also would obviously have a place in the picture. It might 
be more practical, however, to set up a formal Industrial 
Authority for the Railroads, just like the authorities for the 
other major industries, and to authorize the I. C. C. and the 
other regulating bodies to participate in its discussions. 
Even after expansion programs were prepared for the rail- 
roads and other transportation agencies, they would have to 
be checked against the programs of other major industries 
by the central Industrial Expansion administration, and 
modified when necessary to fit into them. 

The program outlined above may be too far-reaching to 
be realized in the first year’s program under Industrial Ex- 
pansion. Management might be unwilling to concede re- 
duction in freight rates, and labor might be unwillmg to 
agree to the readjustments in working conditions, until each 
could see how much new traffic and employment would be 
produced by the industrial expansion. In that case the con- 
tribution that lower freight rates would make to enlarged 
activity would be lost. Both the total volume of industrial 
activity, and the proportion of it reflected in rail move- 
ment, would be somewhat lower than otherwise. A larger 
part of the newly-stimulated traffic might move by truck, 
pipe lines, or other facilities, and the rails feel only a partial 
gain from the general expansion program. That would re- 
peat what happened in the recovery from 1932 to 1937. 
Freight rates were maintained at substantially predepres- 
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sion levels. Industrial production increased by 72 percent, 
while railroad carloadings increased by only 39 percent.^ 
Hardly more than half the increase in industrial production 
was reflected in increased freight trafflc over the rails. In 
view of this previous experience, it would seem to be the 
part of long-viewed statesmanship for both railroad labor 
and railroad management to do all they could to work out 
a rail program of the sort first suggested. If they do not do 
that, they will be losmg some of the most substantial and 
continuing gains that Industrial Expansion rmght provide 
for the rails. 

Industrial Expansion will thus provide an opportunity 
for the rails to maintain their place as the prime transporta- 
tion agency of the country. The definite and continuing 
expansion in industrial volume will offer them an oppor- 
tunity to put their rates at levels that will attract an increas- 
ing proportion of the traffic. It wiU offer operating labor 
an opportunity to readjust working conditions to a fairer 
basis, without danger of reduction of employment. Earn- 
ings per hour may be reduced in some instances, but pay 
per week and per month will go up for all rail employees. 
With labor and management thus ccSoperating, the railroads 
will have an opportunity to reduce both costs and rates, 
increase volume, and increase the earnings of the roads. 
The program of positive expansion of industry can thus 
serve as the central key to solve many of the most difficult 
problems of the rails. The larger the extent to which those 
problems are solved, the faster the speed at which the whole 
national program of rising production and pay rolls can 
move. 

2- The data are as follows, with 1923-25 = loo, 

Ihdustnal Production, 1932, 64; 1937, no* 

Freight carloadings, totd, 1932, 56; 1937, 78. 
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Even with Industrial Expansion, other special steps may 
be needed to meet the railroad problem. The railroads have 
faced increasmg dufEculties ever since the World War. In- 
adequate to handle the wartime traffic, their facilities were 
greatly expanded after 1922 to meet what they anticipated 
would be continual expansion in our national economy 
thereafter. With the increased competition from other car- 
riers and the lower level of industrial production durmg the 
past decade, they have found it impossible to pay the costs 
on their increased investment. Stuies by the Railroad Co- 
ordinator and others have shown that with the fall in traffic, 
the trackage and other rail facilities are apparently in excess 
of those needed. As one means of reducing maintenance 
and operating costs consolidations have therefore been 
recommended, even though it is recogmzed that such con- 
solidations might displace additional thousands of workers. 
So far efforts to bring these consolidations into effect have 
not succeeded. In the new depression of 1937-38 all these 
past difficulties of the industry came to a head and many 
roads were threatened with bankruptcy. 

It is becoming to be generally believed that public owner- 
ship and operation would prove to be the only satisfactory 
solution to the railroad problem. In most of the other coun- 
tries of the world, railroads are already publicly owned and 
operated. The time may not be far distant when it will 
seem just as natural to Americans for the government to 
run the railroads as it is now for the postman to be a govern- 
ment employee. Even under public ownership, though, the 
railroads would still be faced with the problem of paying 
wages and meeting interest on the investment. They would 
still find that they had a vital stake in the industrial welfare 
of the country. This chapter has already set forth how the 
planned expansion in industrial activity, and the coordina- 
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tion of railroad rates, charges, and activity with these ex- 
pansion programs, would simplify the railroad problem. 
These advantages could be secured even more readily by 
having a publicly-owned railroad system cooperate m In- 
dustrial Expansion. The assured increase in the volume of 
trafEc which Industrial Expansion would create would 
make it easy to carry through the consolidation of facilities. 
The men isplaced in closing down unnecessary lines or 
terminals would be given new jobs handling the increased 
traffic elsewhere. Public ownership and Industrial Expan- 
sion are not alternatives, so far as the railroads are con- 
cerned. Each would reinforce and supplement the other. 

Regardless of whether they stay as they are now or shift 
over to full public ownership, the railroads are ready to 
operate under Industrial Expansion. They are used to gov- 
ernment regulation and control. They are used to advance 
negotiation and planmng of rates, services, and wages. But 
what they are not used to is planning the volume of traffic 
those rates will produce. They are not used to thinking of 
their wage, rate, and investment policies in relation to the 
welfare of the country as a whole. In forcing the rails, 
along with all the other ma j or industries, consciously to face 
the bearing of their own policies on the welfare of the whole 
nation. Industrial Expansion will provide one of its greatest 
services. 


SXII 

How will the utilities be affected? 


The utilities as a group are in somewhat the same position as 
the railroads, in that they are already under a considerable 
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degree of public regulation and control. In some cases 
water systems, local transport, or electrical generation or 
distribution are under public ownership. The problem with 
the utilities is how their activities can be correlated with 
Industrial Expansion, in view of the public control or own- 
ership which already exists. 

Many of the utilities are primarily local or municipal in 
character. These include street transportation systems and 
water and gas systems. The total volume of their operations 
reflects local industrial activity and the buying power of the 
local public to greater or less degrees. Their planning prob- 
lems are primarily local in character, and are related to the 
growth and development of individual communities. These 
m turn depend in part at least on the activity or growth of 
their principal industries. It would probably not be neces- 
sary for Industrial Expansion to concern itself directly with 
these local problems. After the national programs of ex- 
pansion had been drawn for the major industries, the city 
planning boards and city public utility commissions could 
prepare local plans for keeping their local public utilities 
abreast of the expansion in that community which the na- 
tional programs would produce. This coordination of na- 
tional and local plans would be especially important with 
reference to providing utilities for proposed housing devel- 
opments, under the general housmg program of Industrial 
Expansion. 

The remaining utilities, however, have interstate and 
national significance as well as local. These include the 
communication utihties, telephone, telegraph, radio, and 
the postal service; and the electric utility industry. The 
national interest in these utilities has been expressed by the 
creation of special federal agencies to deal with them, the 
Federal Power Commission, the Federal Communications 
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Commission, and the Federal Radio Commission, and by 
the powers over the utilities given the Securities and Ex- 
change Commission. The Post Office Department, operat- 
ing the postal service as a federal monopoly, is taken for 
granted. The T.V.A., experimenting with public owner- 
ship of electric generation and transmission in one area, is 
still a center of hot political debate. The Rural Electrifica- 
tion Administration, helping farmers to establish cooper- 
ative electric distribution lines, has been less in the public 
eye, but is making a major contribution. Smce its establish- 
ment it has brought electric service into 350,000 to 400,000 
farm homes, or 30 percent of all the farm homes of the 
country which are now receiving electrical service. 

In addition to the complex series of federal agencies, the 
electric and communication industries are also subject to 
regulation by state, and in many cases by local utility com- 
missions. The interstate network of the utilities has vitiated 
much of this local control in the past. This network in- 
cludes physical facilities, such as long-distance phone con- 
nections and telegraph wires, and high-voltage electric 
transmission lines. It also includes an even more intricate 
set of business relationships, building up to the American 
Telephone and Telegraph Co., on the communications side, 
and a bewildering array of series of superimposed holding 
companies, on the electrical side. Under the utilities act and 
the recent Supreme Court decisions sustaining it, the com- 
plex of holding companies is now in the process of being 
unscrambled, at least to a certain degree. 

Industrial Expansion will greatly increase the demands of 
industry for the services of the utilities. It will also greatly 
increase the demand of consumers for those services in their 
own households. To meet those demands the utilities will 
need to increase their current operations, employing more 
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people and disbursing larger pay rolls. In addition, they 
will need to start instalhng more equipment, to prepare for 
the increasing demands that the expansion programs for 
subsequent years will produce. For example, as much as 
two to three years will elapse between the time the decision 
is made to build a new plant and the time it is finally com- 
pleted and the generators are ready to meet the demand. 
Industrial Expansion could not maintain a rapid rate of in- 
creasing output over several years unless the utilities made 
prompt preparation to install the new capacity to meet the 
programmed future demand. At the same time these pro- 
grams of the utilities for expansion would have to be taken 
into account in preparing the immediate programs for the 
steel, cement, electrical equipment, and other related mdus- 
tries. 

Preparing advance programs for the future would be no 
new experience for the telephone industry. It already has 
a statistical research and planning department that is prob- 
ably the finest of that in any American industry. Through 
the work of this department, it has long operated on a con- 
sistent long-time program, with a relatively stable rate of 
plant expansion year after year, adjusted to the local growth 
and needs of each city or community. All that would be 
necessary to draw expansion programs in this industry 
would be for its existing planmng department to cooperate 
with the Industrial Expansion Administration, so as to base 
its forecasts of phone needs upon the programs of industrial 
expansion, national and local. These plans could then be 
considered by a Telephone Industry Authority, on which 
labor and the several government regulatory bodies were 
also represented, to work out the wage and rate policies 
that would be consistent with the increased demand and 
output. 
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One reason why capital expansion has been better 
planned and more evenly carried out in the telephone in- 
dustry is because of its close affiliation with the Western 
Electric Company. Manufacturing much of its own equip- 
ment, it does not pay the American Telephone and Tele- 
graph Company to keep its equipment plants idle much of 
the time, and then to operate them at twice the average the 
rest of the time. Instead, it maintains only about as much 
plant to btuld equipment as, operating steadily, can keep it 
supplied with new equipment year after year. The electric 
utilities, on the contrary, have not worried if their erratic 
orders for new equipment meant that the General Electric 
Company was running at top speed part of the time, and 
was nearly idle at other times. A second factor favoring 
long-range planning by the American Telephone and Tele- 
graph Company has been the presence of a heavy propor- 
tion of equity capital. The utilities, in contrast, frequently 
have a heavy bonded indebtedness, and so have been less 
able to expand their plant above that which is sure to yield 
a satisfactory return in the immediate future. 

In the electric utihty industry, planning is far less com- 
mon than in the telephone industry. As has already been 
pointed out, the electrical utilities have shown even more 
violent changes in new capital installations than industrial 
concerns have shown. It would probably be necessary to 
create a separate Electric Utility Authority, both to pre- 
pare the programs of expansion for this industry, and to 
secure unity of action among management, workers, the 
Industrial Expansion administration, and the many federal 
and state regulatory bodies. How many of the regulatory 
bodies would be represented, and how much weight they 
could have in the discussions, would have to be worked out 
by experts in this field. The programs would show the in- 
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creases in employment, pay rolls, and profits, and the re- 
ductions in rates, which could be made with the assured 
expansion in sales. The programs of expansion would also 
give attention to the long-time programs of plant expan- 
sion, as well as the immediate programs for larger output 
and larger employment. The electric utility industry ordi- 
narily spends between a half bilhon and a bdlion dollars 
annually on additions to capital equipment. Continued 
growth at this rate may be necessary for many years into 
the future, though after a time the rate will gradually de- 
cline. The plans of such an industry are obviously of great 
significance in any program of planned industrial expan- 
sion. Stabilizing and regularizing the annual capital out- 
lays of this industry would go a long way towards prevent- 
ing business cycles under Industrial Expansion. 

The Post Office is also a great utility, employing 258,000 
men and women. They perform one of the essential serv- 
ice functions for the community. Changes in national in- 
come are followed by more than corresponding changes in 
the demands for postal service. Between 1923 and 1 9 2 9, for 
example, the national income paid out to individuals in- 
creased 19 percent. For the years immediately following, 
1924 to 1930, postal revenues increased 23 percent.^ Since 
postal rates were not changed in this period, that meant that 
the volume of mail increased slightly faster than the volume 
of physical production. In preparing the programs of In- 
dustrial Expansion, the Post Office Department would be 
called in to prepare its program of corresponding increased 
volume and increased employment. With the increased 
volume of business, which would foUow greatly increased 
national income, it might find it possible to restore the 
2-cent rate on letter postage, as an aid to business and con- 

1 Annual reports of the Treasury Department. 
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sumers. In view of the public nature of the employment, 
and the privileged status that postal employees already re- 
ceive under Civil Service, their unions could hardly partici- 
pate in drawing up the postal program with quite as much 
power as labor unions m private industry would have in 
the deliberations of their Industry Authorities. The postal 
unions would, however, participate as far as possible in 
drawing up the expansion program for the postal service. 
As wages were raised in private industries under their pro- 
grams, especially in the lower-paid brackets, correspond- 
ing wage mcreases could be provided in the postal pro- 
gram, and submitted to Congress for its approval. The 
postal system, the greatest busmess enterprise of the federal 
government, could thus play its part m imtiating and carry- 
ing through the program of Industrial Expansion. 

The utdities resemble other industries in that a material 
expansion in industrial activity wiU give them great oppor- 
tunities. Workers, management, investors, and consumers 
all will be able to gam from the increasing output and de- 
creasing costs and rates that sustained larger demand will 
make possible. Utilities differ from other manufacturing 
industries, however, in that they are already subject to a 
conflicting maze of federal and state regulations and com- 
petition, on the one hand, and to an even more intricate 
maze of financial control through holdmg companies, on 
the other hand. Industrial Expansion cannot deal with the 
problem of simplifying the corporate structure of utility 
ownership and control. That problem will remain with the 
Securities and Exchange Commission, the Federal Trade 
Commission, and other agencies already charged with re- 
sponsibilities m this field. On the side of economic policy, 
however. Industrial Expansion can help to create a single 
forum wherein all the business, labor, and public interests 
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involved can meet and resolve their difficulties. There 
they can share in the national effort to plan for larger pro- 
duction and larger consumption, and can adjust their own 
production, equipment, wage and rate programs to aid in 
this national effort. All the mterests in the utilities can thus 
unify their own interests in a manner that will profit both 
themselves and the general welfare. 

As a whole, the mterstate utihties represent mdustries 
that have grown rapidly in the past. Electricity and tele- 
phones are still growing rapidly. There is room for great 
expansion for the utilities. Lowered rates will still further 
widen their potential markets. They are industries that use 
large quantities of elaborate equipment Steady expansion 
of their equipment can both provide work for many men 
in other industries, and help create the facilities for more 
productive industry for the future. Balanced expansion 
programs for the interstate utilities, properly dovetailed into 
the expansion programs for other industries, will thus be a 
vital part of a national program of Industrial Expansion. 


XXIII 

How will small businessmen fare under Industrial 
Expansion? 

There are about 2 Yz rmUion individual business enterprises 
in this country not including farmers.^ Banks, insurance 
companies, and other financial institutions make up 1 26,000 
of these. A few hundred really big corporations do the 
bulk of the remainmg business — somewhere between 300 
1 Data in this chapter from 1930 Census reports. 
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and 1,000. After subtracting these financial institutions 
and big corporations, over two million busmesses are left 
that might properly be classified in the “small” category. 

Most of the small busmessmen run stores, retail or whole- 
sale. There are about i% million wholesale and retail 
stores. Many of these stores are quite small. In 1929, the 
peak year of prosperity, one-quarter of the retail stores fell 
in the class sellmg less than one hundred dollars’ worth of 
merchandise a week, and one-third of the wholesale estab- 
hshments had less than a $1,000 worth of sales a week. 
Nine-tenths of the retail establishments sold less than $ i ,000 
worth of goods a week and nme-tenths of the wholesale 
establishments sold less than $ 10,000 worth of goods per 
week. Similarly in manufacturmg, mne-tenths of the con- 
cerns fell in the class producmg less than $500,000 of prod- 
ucts a year, and employmg less than 100 men. 

Out of all our busmessmen, 2 54 million fall in the smaller 
nine-tenths of retail and wholesale trade, and of the smaller 
manufacturing concerns. How will Industrial Expansion 
affect the welfare of these smaller businessmen? 

The small merchants will benefit very directly in two 
different ways. First and most important. Industrial Ex- 
pansion will put more buying power into the hands of their 
customers. Regardless of whether they seU mainly to farm- 
ers, miners, factory workers, or professional groups, the 
expanding national income produced by the steady expan- 
sion in the major basic industries wiU mean more work, 
more pay and more buying power for their customers. The 
volume of merchants’ sales wiU rise, year after year. Prices 
wiU be held at reasonably stable levels, so that uncertainty 
and losses due to wide and sudden changes in prices will be 
reduced. Customers wiU buy more goods and better goods. 
With stabler markets and larger volumes, selling margins 
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might declme gradually, but the volume of sales will in- 
crease far more rapidly, and total profits will be materially 
better. 

Second, competition in sellmg will be reduced. In these 
days of heavy unemployment, many people who have lost 
then regular jobs scrape together or borrow a little capital 
and open up a small store. Many of these stores fail. A 
constant stream of new people continue to take the places 
of those that fail. As a consequence, we have many more 
concerns trying to make a living out of selling than are 
needed to do the business. With low national mcome, there 
is a larger number of stores to divide up a smaller total vol- 
ume of business. This excess capacity m merchandising 
began to appear before 1929, and with the heavy and con- 
tinued unemployment has been chronic ever since. It is 
the major incentive to cutthroat competition and fly-by- 
night concerns. It has led small businessmen to try to re- 
duce competition through legislation of various kinds, such 
as that against chain stores and the Robinson-Patman Act. 
Such legislation can help but little, however, so long as there 
is too little busmess being divided up among too many 
stores. 

Industrial Expansion will provide a steady and continu- 
ing increase in industrial employment of all sorts. As more 
and more men are drained off into steady jobs and as pay 
rises towards better and better levels, there will be fewer 
men to open up new stores, and less incentive for them to 
do so. In fact, as pay rises towards a $2000 minimum in fac- 
tories, many small storekeepers will find it more profitable 
to shut up their stores and take industrial jobs instead. Judg- 
ing from their total sales, half of the retail storekeepers in 
this country have never made as much as fzooo a year net 
for themselves. 
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The effect of Industrial Expansion will thus be to reduce 
the number of concerns trymg to make a livmg out of sell- 
ing, and to increase the total volume of business done by 
them. Dividmg up more business among fewer concerns 
will result in a very substantial increase in the amount of 
busmess done by each, and in their net profit. 

As wages rise in factories, and as the number of unem- 
ployed decrease, stores will find it necessary to pay their 
employees more, and to give them better working hours. 
Most store proprietors will welcome the opportunity to do 
this. They do not now hke to pay their help starvation 
wages or to work them long hours. They do it only be- 
cause business is so poor that otherwise they would have to 
fire them. As business improves under Industrial Expan- 
sion, as housewives have more to spend and buy better 
goods, selhng costs wiU go down. Customers will buy more 
at each purchase, and there will be more purchases. The 
store will be busy more of each day. Each salesman or sales- 
woman will have larger daily sales. Each can be paid bet- 
ter, and still the proprietor will make more money. In this 
respect stores are like farms. Wages are low in bad times, 
but business is so bad that income falls faster than wages, 
and profits suffer. In good times pay rolls and wages rise 
but total busmess rises still faster, and net profits increase. 
Even though Industrial Expansion will gradually make 
store clerks scarcer and increase their pay, store owners 
will not begrudge their employees this gain. They will 
recognize that larger business means more for all. The 
higher pay for their employees, and the larger profits for 
themselves, will represent merely each group’s bigger slice 
out of the bigger pie of expanding national production. 

There are, however, many problems of wholesale and 
retail trade which Industrial Expansion will not solve. 
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There is a constantly shifting tug of war going on between 
retailers, wholesalers, and manufacturers. Some manufac- 
turers use wholesalers to handle the bulk of their sales. At 
the same time they want to sell direct from the factory to 
large retailers and large consumers. Wholesalers want to 
sell to all retailers, no matter how large, and to have the sole 
right to the wholesalers’ discount. Retailers want the 
wholesalers’ discount when they buy in large volume, ei- 
ther individually or through cooperative groups. Under 
N.R. A. there were many attempts by dominant groups to 
manipulate code selling conditions to their own advantage. 
Wholesalers tried to force manufacturers to keep them in 
the picture at all points, retailers tried to outlaw direct sales 
to consumers by wholesalers or manufacturers, manufac- 
turers tried to prevent price-cutting by distributors.^ The 
growth of chain stores, mail-order houses, and of giant 
markets has intensified these problems. It would be dan- 
gerous to the entire expansion program if Industrial Ex- 
pansion attempted to enter this field of conflicting ideas 
and conflicting interests. Industrial Expansion will take 
no action one way or the other in these struggles. Under 
the Robinson-Patman Act the Federal Trade Commission 
is already passing upon certain aspects of this problem. 
Since expansion programs will not cover merchandising 
concerns, this problem will not arise directly. 

The programs for manufacturing concerns will not be 
extended to cover the fair competition aspects of their sell- 
ing organizations. Its solution will be left to the special leg- 
islation on the subject. The Industrial Expansion programs 
for each industry will not be codes into which the dominant 

i See N R A. staff studies, Trade Practice Experience^ ‘^Control of Dis- 
tribution” (mimeographed publication without date) , and Federal Trade 
Commission, “Fmal Report on Chain Store Investigation,” Senate Docu- 
ment 4, 74th Congress, ist Session. 
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concerns can write their conceptions of fair competition. 
They will simply be programs for expanded production, 
together with such conditions as to increased employment, 
improved working conditions, higher wages and lowered 
prices, as are necessary to make the over-all expansion pro- 
gram workable. There will be no restriction on price com- 
petition, except insofar as the government underwriting 
agreement to take any unsold surplus at an agreed discount 
puts a bottom under the market. Business will not be able to 
legislate for itself, as it was accused of doing through the 
N.R.A. codes and code authorities. The expansion pro- 
gram will insure more business for all to divide up. What 
fair competition would be, and how it would function in 
selling, will be outside the scope of the Industrial Expan- 
sion arrangements. Industrial Expansion will thus avoid 
entering the maze of detailed problems that helped swamp 
the N.R.A. 

Nine-tenths of all small businessmen are engaged in sell- 
ing, and they will benefit very directly from Industrial 
Expansion. How about the remaining one-tenth, the small 
industrialists who run the smaller factories, machine shops, 
and other industrial concerns? 

Some of these smaller factories are in major industries 
which will be covered by expansion programs. In such 
cases these smaller concerns will share all the benefits of 
the program. Their representatives on the Industry Au- 
thority will help draw up the program for the industry. 
They will be assigned quotas based on previous production, 
the same as the larger concerns. They will receive the same 
guarantee of government purchase of their output if they 
are not able to sell up to the quota. They wOl gain from 
the increased volume of business under the new program, 
from the widening market, and from the stabler prices re- 
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suiting from the planned and guaranteed operations. That 
does not mean, however, that every individual concern will 
be guaranteed profits. Where individual concerns have 
failed to maintain productive efficiency, have obsolete and 
out-of-date plant, or have tried to set up business in the 
wrong place, they may already be just on the verge of 
bankruptcy. If they cannot profitably produce an ex- 
panded volume of output at the price set by what the more 
efficient concerns agree to in the industry’s expansion pro- 
gram, they will have to go out of business. Industrial Ex- 
pansion will make no attempt to keep inefficient concerns 
alive, or to guarantee profits to every concern in the indus- 
try. It will still be the responsibility of businessmen, small 
or large, to keep up with the procession, and to see that 
their methods are kept modern and efficient and their costs 
low. If they do not do that, they will fail under Industrial 
Expansion just as surely as they have failed in the past. 

In some major industries there are a few big dominant 
concerns, and many small concerns compering with them. 
In some of these industries the smaller concerns find them- 
selves at a serious competitive disadvantage. The big con- 
cerns manage to work out understandings or agreements 
between them, as to production, prices, or sales, which the 
smaller concerns are frequently unaware of, and can only 
folibw the leaders. Or else the larger concerns give secret 
discounts to favored customers, and so prevent the smaller 
concerns, following the quoted prices, from competing 
with them. Under Industrial Expansion, the facts as to 
operations in the industry will be put on the table in the 
discussions of the Industry Authority, and will be made 
available to both producers and customers. Once the ex- 
pansion program is agreed upon, all concerns will be bound 
by its provisions. Tfie unfair competitive advantages that 
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the big concerns have built up for themselves will thus be 
removed, and the smaller concerns will be given a better 
opportunity to participate m the business and growth of the 
industry. 

There will be a danger that the operations of the Indus- 
try Authorities rmght develop some of the same mjustices 
that the Code Authorities developed under N.R. A. In some 
cases a small group of dominant concerns ran the Code 
Authority. Sometimes there were four to six of these dom- 
inant concerns, sometimes only one or two. They framed 
the provisions of the code or the decisions of the Code 
Authority to weaken the position of their smaller com- 
petitors, and to get more of the business for themselves. 
Under Industrial Expansion each Industry Authority will 
draw up the expansion program for the industry and will 
allocate the expansion quotas among individual concerns. 
These functions might be exercised so as to favor the dom- 
inant concerns or interests. The central Industrial Expan- 
sion Admimstration will have to be vigilant to prevent such 
abuses. It will be open to appeals from minority groups in 
any industry where such practices are attempted. To check 
their development, the basic Industrial Expansion legisla- 
tion should require that no expansion program for an in- 
dustry can contain provisions that react unfairly upon small 
concerns or minority elements in the industry. Further- 
more, it should require that each Industry Authonty will 
base its allocation of quotas among individual firms on some 
definite mathematical rule, equally applicable to all con- 
cerns. There should be provision for court review when 
these requirements are not complied with. This will pre- 
vent arbitrary increases in the aUotments to favored firms. 
There will still be room for dispute as to whether the math- 
ematical base selected is fair to all. This too can be appealed 
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to the central administration and to the courts. Unfairness 
to small concerns, which so often crept in unchecked and 
unrecogmzed in the decisions and actions of the N.R.A. 
Code Authorities, will not be permitted under Industrial 
Expansion. 

Many of the small industrial concerns are in minor lines 
which will not be covered by expansion programs. These 
would include men in service businesses, such as clothes 
pressing and cleaning, tailors, barber shops, and also other 
lines, such as newspapers and magazines, machine shops, 
garages, and many small miscellaneous manufacturmg con- 
cerns. The effect of the expansion program on them will 
be much the same as upon stores. The demand for their 
products will increase with the general upsurge in business 
activity and in national income. Excessive competition in 
their business will be reduced by expanding opportunities 
elsewhere. The wages they pay will gradually be forced 
up. Their hours and conditions of employment will grad- 
ually have to be improved, to meet the better pay and bet- 
ter working conditions in other lines. This mcreased cost 
of labor will be more than offset by increased income. 

Proprietors will be glad to see business so much better 
that they can take better care of their employees and stiU 
have more left for themselves. The average small business- 
man is not greedy. He is close to the men who work for 
him. He shares their troubles and their joys. During the 
long depression many small merchants and manufacturers 
dissipated all their reserves and even were forced into bank- 
ruptcy rather than discharge men who had worked for 
them all thek lives. These same businessmen will be proud 
and happy to share with thek employees the expanding 
income that Industrial Expansion will provide. 

The program of Industrial Expansion, as a whole, is with- 
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out bias toward small businessmen. It will neither weigh 
the scales in their favor, nor discrimmate against them. But 
the economic consequences of Industrial Expansion will be 
such that small businessmen wiU gain greatly from it. Small 
businessmen have borne the brunt of the excessive competi- 
tion produced by the long years of unemployment and bad 
business. Small businessmen will benefit greatly from the 
expanding business and reduced strain of excessive compe- 
tition. Big business will benefit too. There are gains for 
all in restored activity and full production. Small business, 
which has suffered most severely in the long years of de- 
pression, will gain the most in the long upward period of 
building and restoration under Industrial Expansion, No 
businessman, large or small, who heads an efficient, well- 
run concern need fear the effect of Industrial Expansion 
on himself or on his employees. 




part five ■ ADMINISTRATION 






PART V 


ADMINISTRATION 

XXIV 

Do ixte have the men and the facts to run 
Industrial Expansion? 

An economic plan may be ever so good, but it cannot suc- 
ceed unless it can be administered effectively. The admin- 
istrative problem of Industrial Expansion will be a stagger- 
ing one. Before the first expansion program starts, much 
must be done. Expansion programs will have to be pre- 
pared for a number of major industries. Disputes over 
rates, prices, and hours will have to be settled on a work- 
able basis. Methods of allocating quotas to individual con- 
cerns will have to be developed and approved. Complaints 
from individual concerns that feel themselves discriminated 
against will have to be heard and settled. Action will have 
to be taken to secure the cooperation of vital concerns, or 
industries, that refuse to cooperate voluntarily. Under- 
writing contracts will have to be prepared and signed. The 
whole success of the undertaking hinge on the com- 
petence and the integrity of the administrative staff set up 
to perform these vital preparatory functions, both in the 
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central administration and in the several mdustry authori- 
ties. Then after the program is once under way, a whole 
continuing sequence of decisions and plans will have to be 
made. 

Do we have the men competent to handle this gigantic 
task^ Can we draft them for the job? Are statistical guide- 
posts ready for their use? These are very serious questions. 
They involve the practicality of the entire proposal. 

Some of the men who can direct and run national pro- 
grams for Industrial Expansion will be found among the 
younger, more wide-awake men in business. Some will be 
found among professional students of industrial economics 
in government agencies and in colleges. Most of them, 
however, wiU have to be developed and trained specially 
for the job. 

In the early days of the New Deal, many successful busi- 
nessmen, or industrial “brass-hats,” were called to Wash- 
ington to head the various recovery agencies. Few of these 
men held their jobs. Other men have replaced them. These 
businessmen had been successful in private business. There 
they had to deal with limited problems involving the im- 
mediate welfare of their individual concerns. This busi- 
ness experience did not give them the imagination and the 
vision necessary to deal with a job 10 or 100 times as large 
as any they had ever confronted in industry. It did not 
fit them to handle matters of industry-wide and nation- 
wide scope and welfare. 

Some New Deal agencies developed effective adminis- 
tration despite this failure of their first leadership. The 
personnel aspects of A.A.A. are particularly sign^cant. 
Despite its destruction by the Supreme Court, A.A.A. has 
risen phoenix-like from its ashes, and has continued to per- 
form the same major functions. 
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To understand the administrative success of A. A. A., we 
have to go back to 1920. A red-headed fighter from the 
University of Wisconsin was called to Washington by the 
late Henry C. Wallace, father of the present Secretary of 
Agriculture, to help rescue American farmers from the 
postwar economic collapse. Henry C. Taylor pulled the 
old Bureau of Crop Estimates, Ofiice of Markets, and Office 
of Farm Management together into one organization, the 
new Bureau of Agricultural Economics. He put it to work 
not only at collecting statistics, but also at analyzmg those 
statistics to tell what they meant. They were interpreted 
to farmers to help them decide what to do about it on their 
own farms. People doing economic research work in the 
state agricultural colleges helped in the job. Out of this 
effort developed in 1923 the annual Agricultural Outlook 
Report. At first annually, and then later semiannually, this 
report set down in black and white economic forecasts for 
farmers. These covered the future demand for, and supply 
of, each of the major farm products. They suggested to 
farmers how they might best adjust their operations to 
these probable future conditions. 

Year after year these agricultural outlook forecasts were 
prepared and printed. It was found that such economic 
forecasting was not only practical but reasonably 'accurate. 
In the first eight years, the batting average of the com- 
modity forecasts ranged from 85 percent to 95 percent cor- 
rect. The information was brought to the attention of 
farmers generally. State outlook reports were issued, trans- 
lating the national outlook in terms of local conditions. 
Outlook meetings were held with farmers throughout the 
country. In common with many other key technicians of 
the Bureau, I used to spend four to six weeks each spring 
travelling from county seat to county seat, day after day. 



i8o 


JOBS FOR ALL 

We spoke two or three times each day to real “dirt” farm- 
ers. From charts of the prices, production, and supplies of 
their commodities, we discussed with farmers the economic 
outlook for each of their products, and what they might 
do about it. 

Despite all this information, farmers could do little to 
correct their economic difSculties. Millions of separate 
individuals could not take joint action. When the Federal 
Farm Board was formed in 1929, it called on the facts and 
men of the Bureau of Agricultural Economics to aid it. 
Hamstrung by a law that limited its operations to buying 
up surpluses and lending money to cooperative associations, 
there was little the Board could do to bring about the 
fundamental readjustments needed in agriculture, except 
talk. Talk is a poor substitute for organized action. The 
surpluses continued to pile up as exports shrank, and farm 
prices and farm income plunged steadily downward. 

The A. A. A. was created in 1933 with power to take 
definite action to aid farmers to put their production on a 
balanced basis. Businessmen were drafted as its first ad- 
ministrators. Alongside of those businessmen, economists 
from government service were put as technical advisers. 
They were largely the same men who had spent the past 
10 to 15 years in studying the facts of agricultural eco- 
nomics and in interpreting them to farmers. They brought 
to the job a knowledge of what really determined farm 
prices and what were the real economic difficulties in the 
farm situation. It was not merely an abstract theoretical 
knowledge, but an intensely practical knowledge, tested 
and proved in a decade of use in making forecasts that 
worked. They knew farmers and farm management, not 
merely as abstractions, but as life-and-blood men all over 
the country, with operating problems ranging from that of 
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one-crop cotton farming to running complex diversified 
corn-belt farms or extensive mechamzed dry-land wheat 
farms. These men helped make A.A.A. work. As the 
businessmen, one after another, faded from the scene, these 
technicians took over the direction as well as the technical 
advice. Today, from top to bottom, A.A.A. is run largely 
by professional farm economists and other career men 
from public administration, graduates from a long career of 
public service to agriculture. These include Howard R. 
Tolley, A. A. A. Associate Admmistrator; J. B. Hutson and 
Jesse Tapp, Assistant Administrators; and F. F. Elliott, 
head of the Division of Program Planning. All were mem- 
bers of the Bureau of Agricultural Economics under H. C. 
Taylor or shortly thereafter. All have had long experi- 
ence in agricultural research and administration. One real 
reason why A.A.A. has proved more indestructible than 
N.R.A. is that these men and many other technicians like 
them are running it. They operate as hardheaded and ex- 
perienced engineers in the field of economic and social 
management. Secretary Henry A. Wallace and Under 
Secretary M. L. Wilson are themselves agricultural econo- 
mists of long standmg. Wallace, in addition to making 
notable contributions to crop breeding, is a recognized 
authority on statistical methods, and did some of the pioneer 
work on the analysis of hog prices. Wilson was head of 
the Division of Farm Management under Taylor, in the 
early days of the Bureau of Agricultural Economics. Wal- 
lace and Wilson insisted on sound economics and straight- 
forward attacks on the problems of agriculture, both in 
developing the ideas of A A. A. and in putting it mto action. 

Industrial Expansion will need such men to run it. To 
tell the truth, there are few such men to be found in the 
field of mdustry. Industrial economics is almost an unex- 
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plored field. Even the essential statistical facts on which a 
comprehensive analysis might be based are missing for 
many important industries. If the country could wait, a 
lo-year period of work on the economic problems of in- 
dustry, similar to the work on agricultural economics for 
farmers, should precede actually undertaking positive pro- 
grams of industrial expansion. In that ten years a Bureau 
of Industrial Economics could be established in the Depart- 
ment of Commerce and could develop guideposts for in- 
dustry. Basic essential facts could be collected for each in- 
dustry. These would include prices of its raw, semifinished, 
and finished products; production, shipments, and stocks in 
the hands of producers, jobbers, retailers, and consumers; 
advance orders, unfilled orders, and shipments; inventories; 
plant repairs and contracts for plant expansion, and so on. 
These facts could be compiled, studied, and analyzed to 
determine what are the underlying economic facts or the 
habits or decisions of management which control produc- 
tion and price in each industry. They would reveal the 
factors responsible for recurring cycles in various indi- 
vidual industries, such as in housing or textiles. These in- 
dustrial facts would be related to the general problems of 
the business cycle, and would give some understanding of 
the prospects for industrial activity as a whole. From these 
data and analyses industrial outlook reports could be pre- 
pared, presenting forecasts of the probable demand for, and 
supply of, each major product of each industry. These 
would show what each industry might do to adjust itself 
better to the prospective situation. These analyses and fore- 
casts could be tested and improved in the forge of practical 
experience. 

Such a development would be well worth while even as 
industry is now organized. It would give businessmen a 
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better guide to their current operations. It would help pre- 
vent them repeating some of the widespread mistakes, such 
as the feverish building up of inventories in early 1937 
which no one was aware of until too late. That mistake 
helped precipitate the new depression of 1 93 8. At the same 
time this service would develop the facts and tram the tech- 
nicians needed for a firm foundation for national programs 
of Industrial Expansion. If we could afford to wait, we 
should begin now in this way to develop the facts and key 
personnel for Industrial Expansion in the mid-4o’s. 

In his message to Congress on the monopoly problem. 
President Roosevelt suggested action of exactly this sort. 
He included among steps to consider- 

“Creation of a Bureau of Industrial Economics which 
should be endowed with adequate powers to supplement 
and supervise the collection of industrial statistics by trade 
associations. Such a bureau should perform for business- 
men functions similar to those performed for the farmers 
by the Bureau of Agricultural Economics. 

“It should disseminate current statistical and other in- 
formation regarding market conditions and be in a position 
to warn against the dangers of temporary overproduction 
and excessive inventories as well as against the dangers of 
shortages and bottleneck conditions and to encourage the 
maintenance of orderly markets. It should study trade 
fluctuations, credit facihties, and other conditions which 
affect the welfare of the average businessman. It should be 
able to help small businessmen to keep themselves as well 
informed about trade conditions as their big competitors.” 

No such steps are yet under way. The very small funds 
asked by the Department of Commerce in 1937 for new 
fundamental work on industrial economics were cut to 
one-third by Congress, and then mostly withheld from ex- 
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penditure as an economy measure/ No new funds for such 
work are in the 1938-39 appropriation acts. After five 
years of the New Deal, we are still almost as ignorant in 
the field of mdustrial economics as we were under Hoover, 
and we are doing little more about it. 

But we may not be able to wait ten years or so. If the 
new spendmg program does not produce full recovery, we 
may have to try something along the Ime of Industrial Ex- 
pansion sooner than that. If we do, how far can we get 
with the men and the facts already available? 

Some of the men needed as leaders can be drawn from 
business. There are in industry today many men who are 
socially minded, forward-looldng and liberal. They are 
mostly junior executives, but some are heads of small con- 
cerns and some of concerns not so small. Many of them 
fought through the N.R.A. days as key workers with code 
authorities, or as deputy administrators. They tried con- 
scientiously to use the N.R.A. devices to brmg about fuller 
employment and increase industrial production. After 
N.R.A. collapsed, in many cases they carried the load of 
seeing to it that their industries mamtained voluntarily the 
improvements in hours and working conditions established 
under the codes. These men, practical and successful busi- 
ness executives, are able to think in terms of industry-wide 
and nation-wide welfare. They are sobered and tempered 
by their experience in trying to deal with these problems by 
group action under the N.R.A. They could be drawn in 
as key workers in preparing Industrial Expansion programs 
and putting them into action. Along with them, there are 

^ The President recommended an appropriation of $300,000 for indns- 
trkl economics in his budget message recommending appropriations for 
the 1937-38 £scal year. Congress appropriated $100,000, with the condi- 
tion that no new division be established. All but $30,000 of this was im- 
pounded under the economy drive that year. 
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forward-looking leaders of labor. They know the prob- 
lems of their industry and are intimately acquainted with 
their workers. They too could be vital factors m getting 
the programs drawn and put into operation. 

If we start with what we now have, facts will be missing 
in many cases. The initial programs wiU have to operate 
in part on rough estimates, and in part even on guesses. 
Mistakes will be made. Unanticipated surpluses will ap- 
pear, and unexpected shortages will develop. They will 
have to be met by changes in programs already under way, 
or by government purchase and storage until suitable read- 
justments could be made in later programs. 

Sometimes the best way to find out what you don’t know 
is to take action, and to discover what you need to know. 
If we start now, the imtial expansion programs will throw 
a spotlight on the essential facts which are missing. They 
will lead to prompt and effective action to develop the facts 
to provide more effective guideposts for future programs. 

If we start now, both our admmistrators and our cam- 
paign maps will have to be developed under fire. We will 
have to be prepared to discard promptly those men who 
cannot adjust themselves to the tasks, and to advance 
rapidly those who make good under the difficulties. We 
will have to be prepared for mistakes to be made and to pay 
their cost. But even if we do make some serious mistakes 
in the process of expanding industry, we may still be gain- 
ers. The costs of even a blundering expansion may be far 
less than the continuing costs, in wasted production and 
in wasted lives, of persisting heavy unemployment. 

There are two ways we can move toward programs of 
industry expansion. We can either start now on a lo-year 
program of business research which will develop the facts 
and men to run Industrial Expansion, or we can start on 
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programs for Industrial Expansion with the men and facts 
that are available, and develop both as we go. But every 
year that we wait, without starting on either course, is an- 
other year lost in preparing for our war on poverty. 


XXV 

Can the nation afford an '‘‘‘ever-normal 
‘warehouse’’^? 

To bring about a concerted expansion in industrial produc- 
tion, it would probably be necessary for some agency to 
guarantee to each concern that its increased output would 
be sold. If the country wants this done, it might well have 
the government undertake this responsibility. Where the 
plans went wrong, an appropriate government agency 
would buy stocks of the extra commodities. Then in sub- 
sequent years the industry programs could be adjusted so 
these extra stocks could be absorbed again. The country 
would save much more from the reduced relief costs than 
it might lose in these commodity purchases and sales. 
Operations of this sort would constitute an “ever-normal 
warehouse” for industry, similar in its operations to the 
“ever-normal granary” the 1938 Farm Bdl provides for 
agriculture. 

Slight excesses of production above market needs have 
had a wholly exaggerated and irrational eifect upon the 
workings of our society. If a pioneer family produced in 
one season more wheat and cotton than they needed that 
year, that would be a cause for rejoicing. They would store 
up the surplus, glad in the fact they would have enough to 
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feed and clothe them even if the harvests should be bad the 
next year. If they cut more firewood than they needed, or 
wove more cloth, the excess stored away would be a pro- 
tection for the future. But as our oversensitive industrial 
system has worked in the past, surpluses have been reasons 
for lament, and short crops have led to rejoicing. When 
farmers have had bumper crops of cotton or wheat, the 
income of the producers has been destroyed. When auto- 
mobile and steel factories have produced more than could 
be sold immediately, and a half-million or a million cars 
have piled up in inventory, production has been cut off with 
such a jerk that the whole industrial machine has faltered 
and slowed down. Production of slightly more than we 
could sell immediately resulted, in 1937, in our closing 
down shop until we were producing barely at half speed 
in mid-1938. A slight surplus has often been as damaging 
to the economic system as a blood clot or coronary throm- 
bosis is to the human system. 

In agriculture, the ever-normal granary system has par- 
tially broken this evil chain. Planned expansion in city in- 
dustries, backed by purchase guarantees and an ever-normal 
warehouse, will similarly free city industry from the con- 
stant threat of paralysis when production of some product 
slightly outruns consumption. 

The purchase guarantees will become effective only 
when satisfactory expansion programs go into action in a 
number of dominant industries. As industries expand under 
their programs, men will return to work, and production 
and pay rolls will increase. Increased buying power here 
will stimulate the remaining industries. Activity and buy- 
ing power will rise not only in the industries where expan- 
sion programs have been drawn up and agreed upon, but 
in all other industries. The rise of buying power through- 
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out the nation will provide profitable markets for prac- 
tically all the increases in production guaranteed by the 
government. 

Only in those industries where the plans do not work as 
expected will the government agency be called on to take 
over the excess product. Consumers may not choose to 
spend as much of their increased income on shoes as had 
been anticipated under the shoe industry program. They 
may buy more clothes instead. The production of clothing 
will then have to be pushed up faster than had been previ- 
ously planned, while some shoes will be left in the manu- 
facturer’s hands. The designated agency will then buy 
these excess shoes at the agreed-upon discount, say lo per- 
cent below the regular price. When the program for the 
shoe industry is drawn up for the next year, allowance will 
be made for the surplus shoes left over from the year before. 
Production of those special types which were in excess will 
be left low enough to move the accumulated surplus into 
consumption. Perhaps some loss will be taken on their sale. 
Style fines a year old may have to be sold at more than the 
I o percent discount to move them. That will be all the loss 
the government Avill stand. 

Even if the nation does sustain some sizable direct losses 
from such purchase and sale operations, it will still be ahead 
on the whole transaction. A general increase in production 
and in national and individual incomes will result from the 
Industrial Expansion programs. This will greatly increase 
the revenue of the Federal Government without raising tax 
rates. Meanwhile, the increase in private employment will 
sharply reduce the need for relief. How rapidly these two 
factors can operate to improve the position of the Federal 
Government has already been shown in Chapter yil. 

An effective Industrie Expansion program should be able 
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to increase national income by i o billion dollars a year for 
each of its first three or four years. The nation can well 
afford to have the Federal Government spend a good many 
hundred million dollars a year to cover losses mcurred in 
underwriting such expansion programs, and still be billions 
of dollars ahead as a consequence. 


XXVI 

Will Industrial Expansion end all competition? 


How far competition can be retained alongside of indus- 
trial planning is a very real problem, and one to which no 
categorical answer can be made. We are living in a world 
in which competition exists side-by-side with other forms 
of activity which are noncompetitive. Our system is a 
mixed system, of competition mixed with monopoly. From 
a study of its workings we may be able to judge whether 
another system, of competition mixed with planning, is 
equally possible. Such study may suggest some of the 
places where competition might well be retained, and some 
where it has been so long absent that it is hopeless to at- 
tempt to restore it. 

First we must decide what we mean by competition. 
The lawyer’s definition will not do. At least the legal defi- 
nition of monopoly, “conspiracy in restraint of trade,” is 
not an adequate economic definition of the absence of com- 
petition. The lawyer is concerned with intent, with 
whether men or concerns actually conspire together to re- 
strain trade. The economist, on the contrary, is concerned 
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with result rather than with intent. The small competitors 
of some great overshadowing concern may be so afraid that 
it will drive them out of busmess that they will not under- 
cut its prices. As a result prices may be maintained on a 
monopolistic basis even though the officers of the several 
concerns never communicate or meet with one another. 
The result is what determines business activity, not the 
means. 

In the economist’s terms, competition means that condi- 
tions in an industry are such that the law of supply and 
demand will work at least moderately well. The law of 
supply and demand states the way prices should govern 
production and consumption of each product, so as to 
balance what is produced with what is consumed. If too 
many shoes are produced, for example, and if competition 
is effective, the price of shoes wdl fall. The lower price 
will enable some consumers to buy who could not buy be- 
fore, and will encourage others to buy more, so sales will 
be stimulated. The lower price will also reduce profits of 
producers. Some of them whose costs are high will reduce 
production or stop altogether. With increased sales and re- 
duced production, the surplus will soon be disposed of. 
Supply and demand will thus be brought into balance. 

If, on the other hand, production is not enough to meet 
the demand, prices will rise. So will the profits of the shoe 
factories. The high profits will attract new concerns to 
start producing shoes, and will stimulate existing concerns 
to expand their production. The increased production in 
turn will force down prices and profits, until a new balance 
is struck between supply and demand. 

Without following through all its other ramifications, we„ 
can sum up the effect of competition by saying that when 
it is present, it tends to keep supply and demand in adjust- 
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ment. It also tends to drive prices down to the level where 
profits just cover normal interest on the money invested 
and reasonable salaries for management. If these interest 
and salary payments are calculated as part of the normal 
costs of production, competition can be said to tend to drive 
prices down to the level where they just equal costs of pro- 
duction, with no true profit above that level.^ 

Corporations are not pleased, however, when they can 
just earn long-time interest on their mvested capital. They 
feel that earnings of 10 to 15 percent a year are only fair 
and desirable. In consequence, they do everything they 
can to keep price and profits above the levels that would 
prevail under competitive conditions. Recent economic 
theory has begun to explore the ways in which this so- 
called “monopolistic competition” works, and how far it 
has replaced the simpler competitive forms. A whole liter- 
ature has grown up around this subject.^ 

Without exploring the details of these recent studies, 
they can be summed up by saying that m any industry 
where one or a few concerns control a large part of the 
output or of the sales outlets, competition tends to disappear 
or to be greatly modified in its workings. Steel is a good 

1 This streamlined illustration leaves out the complications of marginal 
costs and margmal concerns, representative concerns, unstable equilibria, 
etc. For some of the economic and statistical ramifications of these, see 
the author’s article on “The Cobweb Theorem” in the Quarterly Journal 
of Economics, February, 1958. 

2 Four of the outstanding recent studies on the modification of eco- 
nomic adjustment by monopolistic action, are as follows 

Adolf A. Berle, Jr. and Gardiner C Means, “The Modern Corpora- 
tion and Private Property,” Macmillan Company, 1953 

Gardmer C. Means, “Industrial Prices and their Relative Inflexibihty,” 
Senate Document No. 13, 74th Congress, ist Session, 1935 
I Edward Chamberlin, “The Theory of Monopolistic Competition,” 
Harvard University Press, 1933. 

Arthur R. Bums, “The Decline of Competition,” McGraw-Hill Book 
Co., 1936. 
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illustration. Here one concern, U. S. Steel, produces about 
40 percent of the product. Together with four other con- 
cerns, it accounts for 68 percent of the output. A freely 
competitive market, like the wheat market before A.A.A., 
shows continuous price changes both from time to time 
and from place to place. The steel industry has largely sup- 
pressed these price variations both in time and in space. 
The basing point system of quoting steel prices has elimi- 
nated much of the changes in space. The tendency of the 
industry to follow the price leadership of U. S. Steel has 
stabilized the prices in time. The quoted price of steel was 
practically unchanged from August, 1934 to June, 1936. 
By March, 1937 it was raised to a new level 20 percent 
higher. In the fall of 1937 the demand for steel dropped 
suddenly. Instead of the steel price falling, as would be 
expected under the law of supply and demand, the price 
was maintained and the production was cut instead. Be- 
tween August and December 1937, steel production was 
reduced 65 percent, yet the quoted prices remained un- 
changed untU well into 1938.^ Many other industrial prod- 
ucts showed similar inflexibility of prices. 

The industries where price competition is at least par- 
tially effective, and the industries where it has largely dis- 
appeared, are indicated by the following table taken from 
Gardiner Means’ report referred to before. These data 
cover the changes in production and price between 1929 
and 1933, during the great depression. 

Industries where monopolistic controls are the most se- 
vere are most in need of the planned adjustment of both 
production and price which Industrial Expansion would 
provide. 

1 See Survey of Current Business, 1936 Supplement and March 1938 
issue. 
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CHANGES FROM 1929 TO 1933 


Industries where price competition is largely curtailed 



Ter cent 

Ter cent 


Decline 

Decline 


m price 

in output 

Farm machinery 

6 

80 

Motor vehicles 

16 

80 

Cement 

18 

^5 

Iron and steel 

20 

83 

Industries where price competition mostly 

continues 

to work 

Per cent 

Ter cent 


Decline 

Decline 


m price 

in output 

Textile products 

45 

30 

Food products 

49 

H 

Leather 

50 

20 

Petroleum 

56 

20 

Farm products 

63 

6 


Some industries already are under some form of public 
control. In those cases Industrial Expansion would work 
through or with the existing public agencies. The A. A. A. 
laws restrict competition among farmers, and the Guffey 
Coal Act regulates competition among bitummous coal pro- 
ducers. Since these industries are already regulated by 
regulatory or planning agencies of their own, the Indus- 
trial Expansion authorities would not attempt to deal with 
them directly. Instead, they would work with the estab- 
lished planning or regulatory agency for the industry, so 
that its future operations would be developed consistently 
with the Industrial Expansion programs. The same thing 
would apply to the railroads, the electric utilities, the com- 
munication industries of telephone, telegraph, radio, and 
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the post office, and all the other utilities already under vari- 
ous forms of public regulaaon or control^ 

There are certain key industries where competition, in 
the economist’s sense, is very deficient, to judge from the 
table above. These include, besides steel already men- 
tioned, cement, automobiles, and farm machinery, copper, 
aluminum, and many others. Industrial Expansion pro- 
grams, to use definite planmng to expand jobs, pay rolls, 
and production, will obviously be needed for these indus- 
tries. There, planning is needed, not to replace chaotic 
competition, but rather to control the policies of large cor- 
porations operatmg under monopolistic competition. 
Planning is needed to dnect then policies consciously 
toward the public welfare of more jobs and larger output 
instead of toward the monopolistic objective of larger 
profits regardless of the effects on jobs or production. 

In a second group of key industries, competition prevails 
all too well. These are largely the industries making con- 
sumption goods. In these, capital investment in equipment 
per worker is usually lower than it is in the heavy capital 
goods industries, and labor cost is a large part of the value 
of the fimshed product. These include the textile indus- 
tries, producing cotton, silk and wool thread and fabrics, 
and rayon fabrics; the shoe industry; and the clothing m- 
dustry as a whole. It is noteworthy that during the depres- 
sion textile prices fell 43 percent, but production feU only 
27 percent. Shoe prices fell 22 percent and production but 
14 percent. The law of supply and demand does work 
moderately well in this large group of mdustries. 

It is conceivable that an Industrial Expansion program 
might work even if it left these competitive industries out- 

i For the cooperative programs of these industries with Industrial Ex- 
pansion, see Chapters XVIII to XXIL 



END ALL COMPETITION^ I95 

side of its scope. Instead of plannuig increased production 
and output for them, they might be left to respond to the 
increased demands resultmg from rising employment and 
pay rolls in the heavy industries. Competition might be 
relied upon to prevent increases in prices or undue increases 
in profits, and to insure an increase in production and em- 
ployment corresponding to the volume of expansion in 
other industries. 

There are reasons, hotvever, why it might be desirable 
to include the textile and clothing industries in Industrial 
Expansion programs. First, competition in these industries 
tends to degenerate into competition to see who can get 
his labor cheapest. An expansion program which put a firm 
bottom under wages through minimum wages for each 
occupational group would limit this type of competition. 
Second, these industries tend to considerable instability. 
All factors, spinner, dyer, clothing manufacturers and deal- 
ers, tend to order ahead and stock up when prices are rising, 
and to stop buying and draw on inventories when prices are 
falling. Such excessive accumulation of clothing and textile 
stocks in the first half of 1 93 7 contributed to the subsequent 
recession. Third, these industries expand their capital 
equipment mostly during the periods of high activity, and 
thus add to the instability of the machine tool and other 
capital goods industries. A planned long-time program of 
equipment expansion, as part of the Industrial Expansion 
action, might greatly reduce both wage-cutting competi- 
tion and the instability in inventories and capital formation 
in these industries. 

In certain areas of industry, however, style is a very un- 
certain and fickle factor. This may apply to all women’s 
hats, to the more expensive lines of women’s dresses and 
coats, and to certain other things such as dress shoes and 
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accessories. These and related lines which depend heavily 
on an unpredictable style factor might well be left out of 
the expansion programs, and be conducted as in the past. 
Meanwhile, the bulk of the clothing industry, producing 
more staple products for lower-income groups, could have 
its general volume of production, employment, and sales 
planned ahead under Industrial Expansion programs and 
contracts. 

Competition is also active in much of the whole field of 
wholesale and retail trade. The gradual emergence of 
large-scale integrated concerns in this field, such as the 
chain stores and the mail-order houses, seems to be due at 
least ia part to more efficient large-scale agencies replacing 
less efficient and more costly methods of selling. The at- 
tempts of small retailers to check this growth through 
taxes on chains and legal prohibitions on price-cutting are 
largely not efforts to maintain competition, but to prevent 
or hamper it. As matters stand now, though, there are 
hundreds of thousands and even millions of individual sell- 
ing units in the retail field. In a few instances, as in milk 
distribution, the business in any one city may have been 
so concentrated in a few concerns as to limit competition 
and produce sustained high profits. In most cases, however, 
competition is still moderately effective in selling. Cer- 
tainly it is far more effective than in the closely controlled 
manufacturing industries. 

There are nearly two million units in retail and whole- 
sale trade. Most of them are small single-family businesses. 
It would be exceedingly difficult and cumbersome to bring 
them under a planned program. Attempts to “codify” 
these industries contributed a great deal of the administra- 
tive grief in N.R.A. days. Stores frequently have the low- 
est pay and the longest hours of any major occupation. It 
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would be desirable to attack this wage and hour situation 
directly under an industrial program. The difficulties of 
diversity and numbers, however, outweigh this desirability. 
Instead of preparmg expansion programs for stores, it would 
seem better to deal with them indirectly through competi- 
tion. Let the expansion programs for the major manufac- 
turing industries and for other industries covered gradually 
draw off available men at shorter hours and higher wages. 
As the supply of surplus labor is reduced the stores would 
be forced to offer higher wages and shorter hours. As more 
products are produced, and as workers in factories and 
transportation get more income, stores will expand their 
activities, too, to meet the increased retail demand. Stores 
will operate nearer to capacity and will make more money. 
More clerks will be needed. Fewer men will be looking 
for jobs. Wages will rise as a consequence. Employees in 
wholesale and retail sellmg will thus feel their share of the 
benefits of Industrial Expansion indirectly, just as farm 
laborers wiU. The demand for their services will increase, 
the number of men looking for jobs will decrease. Compe- 
tition through the labor market, rather than conscious in- 
dustry programs, will be depended upon to raise the in- 
comes of workers in this industry. 

There are several other minor industries in much the 
same situation as retail and wholesale trade. These include 
hotels and restaurants, laundry and cleaning, pressing, bar- 
bering, etc. These service industries are largely local in 
character in any case. Pants pressing is not an interstate 
activity, as General Johnson eventually discovered. The 
N.R.A. experience has conclusively shown the difficulties 
of attempting to apply any comprehensive economic plan 
to these sprawliag, diversified and localized activities. They 
would be left out of Industrial Expansion. They and their 
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workers would benefit indirectly through the general ex- 
pansion in demand and the general rise m labor conditions, 
rather than direcdy through specific programs for their 
mdustry. 

The printing and publishing industry stands in a some- 
what different position. Printing is frequently small-scale, 
as well as sometimes large-scale. The same holds true of 
book publishing. Newspaper and magazine publishing, 
however, tends to center in large concerns, especially in 
the large cities. There is no reason why workers in these 
concerns should not enjoy the same rights and privileges 
that do workers in other manufacturmg plants. But any 
attempt to develop expansion programs for newspapers and 
magazines would probably run into the same antagonisms 
and difficulties as did the attempts to codify the newspapers. 
In addition, the interstate character of many individual 
newspapers is a matter of question. Here, as in the indus- 
tries just discussed, it would probably be the part of wisdom 
to depend on the indirect effects of expansion programs in 
other industries, rather than directly on specific programs 
for the industry. Increased industrial activity and employ- 
ment would certainly enlarge the markets for newspapers, 
magazines, and advertising. Individual publishing concerns 
would be quick to expand. The competition between 
papers or magazines is sufficient to keep prices and rates at 
least moderately in line. New pubhcations are constantly 
appearing. Despite the established position of going con- 
cerns, these new concerns, with fresh points of view and 
editorial policies or eye appeal, not infrequently displace 
the old. Workers shift back and forth between journalism, 
advertising, and the information and other services of busi- 
ness and government. Expansion of demand, competition 
for business, and competition for workers can probably be 
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relied upon to keep this industry in step with others, both 
as to production, prices, and labor, without developing 
separate programs for it. 

Industrial Expansion programs can thus be used to bring 
about a planned and calculated increase in activity in the 
major heavy mdustries, and in the standard lines of textiles, 
clothing, and shoes. At the same time correlated programs 
of expansion will be gotten under way in the related in- 
dustries already provided with some form of public plan- 
ning or control, including the postal service, agriculture, 
railroads, telephone, telegraph, and other interstate public 
utilities. Beyond that, competition will be depended upon 
to extend the advantages of Industrial Expansion to the 
diversified and manifold activities of wholesale and retail 
trade, the service industries, and publishing and advertising. 

The restriction of the planned programs of Industrial 
Expansion to a few selected key industries leaves the way 
free for experimentation and growth to continue. When 
new products are invented, such as air conditioning or 
electric razors, or new styles are introduced, such as ab- 
original-shaped hats, they will be free to develop without 
planning or limitation. The only limitation will be that 
they can pay enough for men and materials to be able to 
compete with the gomg concerns for their use. Only if the 
new product or new mdustry becomes established, and 
grows to such large size that it becomes a major factor in 
our industry, would it be brought under formal programs. 
Even then it might be left outside if competition seemed to 
be workmg effectively to hold down prices and to main- 
tain the welfare of workers. Radios at the present time 
are an example of an industry already well past its first state 
of growth, yet probably sufficiently competitive to func- 
tion outside the formal programs. Automobiles would cer- 
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tamly have stayed outside as a new experimental industry 
in the period prior to the World War, Today, the automo- 
bile industry is largely dominated by three concerns. Its 
activity constitutes one major influence in the welfare of 
the country. Its corporate pricing and production policies 
are a matter of grave concern to all. It is one of the mdus- 
tries most in need of carefully formulated advance plan- 
ning, properly integrated with the plans of other major 
industries. It is a prime candidate for Industrial Expan- 
sion treatment. 

The final decision as to which industries should be cov- 
ered by Industrial Expansion programs, and which should 
be left out, will not be easy. In many cases the facts will 
not be clear-cut, and the issue will be an uncertam one. 
Initially, it will probably be wisest to draw the line as 
tightly as possible. Only those industries which definitely 
need to participate in the expansion programs should be in- 
cluded at the start. Following that policy will make the 
initial administrative job as simple as possible. It will re- 
strict the number of Industry Authorities to be elected and 
organized, the number of industry programs to be de- 
veloped, cross-checked, and approved, and the number of 
individual production contracts to be drawn and signed, to 
the fewest necessary for effective operation. Even when 
restricted so far as possible, the composite administrative 
job will be a Herculean one. These limitations, however, 
should help keep it from growing to the unmanageable and 
uncontrollable size that the N.R.A. program grew to. 

After the first program is under way it wili be possible 
to study the industries left out and see which ones need be 
brought in later. Even then it will be well to be modest, 
and to keep the administrative job as small as possible. 
Not until the third or even the fourth year of Industrial 
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Expansion programs can it be hoped that the number of 
jobs will begm to catch up with the number of workers. 
Not until that happens will the workers in the outside mdus- 
tries share all the improved wage and hour conditions of 
those in programmed industries. In the meantime many of 
these workers in outside occupations will press for inclusion 
of their mdustries in the program, in order to speed up the 
progress in their working standards. The admmistrators 
and the legislators will have to resist such pressures as best 
they can, if they are to continue to depend on competition 
to improve conditions outside. 

Under Industrial Expansion, competition can continue 
to exist in some industries alongside of planned activity in 
other industries, just as today effective competition con- 
tinues in a few industries alongside of monopolistic restric- 
tions or rigidities in some industries and governmental con- 
trols in others. Competition will expand production and 
employment in the outside industries at the same time that 
the planned programs are expanding production in the 
areas now restricted by shortsighted controls. 

Our economy today is half slave and half free. The re- 
strictions in the slave portion hamper the development of 
the system as a whole. Industrial Expansion offers a way 
to resolve this difficulty. It will modify the controls to 
provide conscious and coordmated expansion in the slave 
portion, without restricting the free. If we cannot break 
the chains that corporations and public agencies have forged 
about the free movement of much of our industrial order, 
we can at least see that the slave industries work for the 
general good. That is what Industrial Expansion aims to do. 
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CanH loe expand one industry at a time? 


Many persons believe we should grow into industrial and 
economic planning industry by industry. Take one indus- 
try at a time. Work out the kind of organization for plan- 
ning action that fits it. It may be a trade association, a 
marketing agreement, or a code of competition. Secure the 
cooperation of businessmen and workers in that industry 
in setting up the organization, in studying the industry’s 
problems, and in preparing plans to solve them. Persuade 
producers in the industry to take the industry plans into 
consideration in making policy decisions. When planning 
is running smoothly in that industry, tackle the next one. 
This gradual evolutionary approach is undoubtedly the 
least upsetting to the established order of things. It is most 
in harmony with the general liberal idea of gradual prog- 
ress toward the goal of a more effective economic system. 
Historically, it is the course that America has generally fol- 
lowed. Milestones along that course include establishment 
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of the LC.C. for railways, of public utility commissions, 
state or local, for other public utilities, the Federal Radio 
Commission, the A. A A. for agriculture, the various oil 
controls for the petroleum industry, and most recently, the 
Guffey Coal Act for bituminous coal. The F ederal Reserve 
System for banks might also be included. Its major objec- 
tive, however, was not planning for the welfare of banks 
as such, but rather the establishment of a central bank as 
a stabilizing factor in finance for the entire country. 
N.R.A alone attempted to deal with many industries at the 
same time. It was our sole exception to the mdustry-by- 
industry approach. 

Gradual approach to the problems of industrial plannmg 
has a long record in this country, and one that has mvolved 
steady extension into new industries. Cannot a continua- 
tion of this program eventually achieve the ends of Indus- 
trial Expansion? Would it not save the turmoil, confusion, 
and opposition, that would result from an attempt to intro- 
duce planning rapidly in a number of major industries at 
the same time.? 

Perhaps such a slow and gradual progress is all that we 
can mamtain. Perhaps conscious industrial planning for 
concerted expansion can come only after years and decades 
more of gradual extension. Yet so long as production plan- 
ning is restricted to a limited number of industries, so long 
will we leave untapped the major potentialities for bigger 
production, more jobs and higher standards of living. 

The situation in a single industry will show what the 
untapped potentials are. A high railroad executive recently 
said: “If industry were running at fuE production, we 
would have plenty of freight to haul. We could reduce our 
freight rates to reasonable levels. We could pay higher 
wages. We would have jobs for more men. We’d make 
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good profits at the same time. Those are things we could 
easily do if the whole country could keep runmng at the 
1929 level, or higher. But if we reduced freight rates by 
ourselves, that won’t do the job. Lower freight rates alone 
won’t make the auto factories, the steel plants, the lumber 
mills, and the cement and gravel plants run at full capacity. 
If we cut rates by ourselves, our traffic would go up little if 
at all, and we’d be in even worse shape than we now are.” 

This statement epitomizes the limitations of industrial 
planning for one industry at a time. The same result ap- 
pears time after time in every single-industry attempt at 
using economic planning. Whether for railroads, farmers, 
oil, or coal, the same statement is made; “Our production, 
(or our prices) do not determine the national income. 
What we do, as a single industry, will have very little direct 
effect upon the national buying power as a whole. What 
we must do is to adjust our operations to that national buy- 
ing power. If we throw on the market more than the rest 
of the country can afford to pay for, our prices will go 
down and our income will suffer. We must be careful to 
produce only as much as the market will take at satisfac- 
tory prices. In that way we’ll make our own income as 
big as possible in view of the existing national income.” So 
in industry after industry, single-industry planning has led 
inevitably to adjustment or control of production, to re- 
striction of output, or to prices so high as to yield profits 
despite below-capacity operation. 

In some industries there is no legislative authorization for 
planning. Many such industries are unofiicially or even 
illegally planned through monopolies, understandings, or 
working agreements among the leading producers. In in- 
dustries such as steel, cement, many building materials, cop- 
per, electrical equipment, prices have often been held at 
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levels adequate to pay profits even when the plants were 
running at only on a 40 to 50 percent of capacity. Investors 
and management are protected even though workers lose 
their jobs or have work for only two days a week. Such 
industrial planning tends toward the restriction or limita- 
tion of output m each mdustry. It can never lead to con- 
certed expansion of production to capacity limits. A series 
of minus quantities can never add up to make a plus total. 

Under N.R.A. planful expansion might have been de- 
veloped simultaneously for a large number of industries. 
Even then the possibilities of concerted expansion of pro- 
duction were not tapped. Instead, each industry, and 
frequently each subsegment of each industry, was left prac- 
tically free to develop its own program without much 
regard to the programs other code groups were developing. 
The matter was viewed solely from the restricted point of 
view of what seemed for the immediate welfare of each 
narrow sub-industry. Code after code was developed- 
providing for limitation of output, restriction of new equip- 
ment, holidays in production, and prevention of price de- 
clines. In many cases the code authorities, without ap- 
proval by the N.R.A. officials, went far beyond the specific 
authority in their code. Through their own unreviewed 
administrative action they initiated restrictions on output 
or limitations of price changes far beyond those authorized. 
Outwardly, N.R.A. had the form of industry-wide plan- 
ning. Had it been more understandingly and effectively 
administered, it might have made great progress towards 
industry-wide expansion. As it was operated, however, 
N.R.A. provided merely a series of single-industry plans, 
without interindustry coordination, and with no provision 
or means for concerted expansion. The codes mostly 
worked in practice exactly the same that single-industry 
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planning works elsewhere — toward less, rather than more, 
production. 

There is one way by which planning within single indus- 
tries might contribute to general expansion. That is by 
evening out the rate of capital expansion in the industry. In 
the past, expansions in capital equipment have been made 
very irregularly and even spasmodically. So long as their 
existing facilities are large enough to meet current demands, 
most concerns invest little or nothing in larger factories or 
additional machinery. Then, when booming business 
pushes production up to near the capacity of their existing 
equipment, they engage in a wild scramble to expand their 
facilities. This tends to concentrate a large part of the 
building of new machinery and factories in the short period 
during and immediately following business booms. In be- 
tween the periods of rapid expansion, there is near-stagna- 
tion in the industries which produce the machines and tools 
and build the factories. Between 1927 and 1929, for exam- 
ple, industrial production increased 12 percent. During 
the same period, expenditures by industrial concerns for 
new capital equipment increased 37 percent. By 1932, out- 
put fell by 46 percent, capital expenditures by 79 percent.^ 
The electric power industry enjoys one of the stablest of 
aU industrial markets. Even this industry shows a marked 
instability in new capital construction. A large part of the 
orders for new generating plants and new distribution lines 
are concentrated in the periods immediately following ca- 
pacity shortages. Once they have expanded capacity, the 
electric utilities make little further provision for future 
growth until they are again pinched by expanding sales. 

The telephone industry, on the contrary, draws long- 
time plans for capital expansion. These are steadily carried 

^ See Appendix Tables i and 3. 
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forward with little regard to short-time changes in business 
prospects. As it happens, A. T. & T. not only owns the 
operating companies, but is affiliated with the companies 
that produce most of the telephone equipment. This fact 
may help to account for the advance planning. It obviously 
would be no economy to the equipment end of its business 
to operate double-shift part of the time, and then not to 
operate at all over other long periods. 

The telephone industry, however, is a major exception. 
Railways, mining concerns, manufacturmg concerns, each 
shows as a group a very unstable rate of new capital ex- 
penditures. This can be explained only in terms of almost 
unthinking reaction to immediate necessities. If there is 
any planmng, it is in very short-time and shortsighted 
terms. Such industries dominate our industrial scene. 
Planning for such industries might lead them to schedule 
their capital expansion on a long-time base, and to spread 
its construction out evenly over long periods. This would 
reduce the erratic movements in related construction and 
heavy-goods industries. To the extent single-industry plan- 
ning can introduce stabihty into capital expansion, it wiU 
contribute to more orderly progress for industry as a whole, 
and thus aid in a nearer approach to capacity operation. 
Yet so long as it operates in single-industry terms, the long- 
time planning of industry and of capital needs will still con- 
tain many unknown factors. There will have to be wide 
margins for possible errors. Industry-wide planning, on 
the contrary, would provide over-all objectives and goals 
as a guide to each individual industry. In any case, even 
single-industry planning of capital expansion is as yet an 
unexplored and undeveloped possibihty. 

Many individual groups are using planning in some 
limited way. They include farmers, miners, railroads, 
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Steel mills, automobile manufacturers, and cement pro- 
ducers. To date, this individual industry planning has re- 
sulted in each industry drawing its plans so as to try to get 
for itself the biggest possible slice out of the total pie of 
national production. It has not resulted in a concerted 
effort to make the whole pie bigger, so that there would be 
bigger slices for everyone. So long as each group centers 
its whole effort in trying to get for its slice a bigger portion 
of the whole pie, so long will their efforts tend to cancel 
out one another, and be dissipated in struggle and heat. 
When we find some practical way for all groups to com- 
bine their energies to make the whole pie bigger, then all 
can have bigger slices at the same time. Only concerted 
industry-wide expansion can produce more employment, 
higher wages, bigger profits, and more farm income, all at 
the same time. If planning is to be fully effective, it must 
be planning on an industry-wide scale. It must cover such 
a range of major industries, and must provide such positive 
means of carrying the plans into action, as will definitely 
expand and balance output, and provide more for everyone. 


XXVIII 

Would a ^o-houY bill make jobs for all? 


Many people have reasoned that if we do not have enough 
work for all our workers, the solution would be to divide 
what work there is among all of them. The 30-hour pro- 
posal is one of the simplest suggestions for doing this. Re- 
strict all workers to 30 hours per week. Require employers 
to raise wages so that workers earn as much in 30 hours as 
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they now earn in a longer week. More people will have to 
be employed, and unemployment will disappear. Is this the 
way to create jobs for all? 

We can understand better how the 30-hour bill might 
work if we try to follow it through in a concrete case. Let 
us see how it would work out in a representative small 
factory. 

The Elite Shirt Company will do for an illustration. 
This imaginary concern is a small strugglmg firm renting 
a loft in New York City, in the clothmg district north of 
Pennsylvania Station. In good times it employs 40 work- 
ers. Just now sales are poor and half of its workers have 
been laid off, so that half of its machines, cutting tables, and 
work benches are standing idle. The employees are mainly 
women and girls. They are working six days of eight hours 
each, 48 hours per week in all. Their pay is a flat $12 a 
week — 25 cents an hour.^ The work shop is pretty old and 
gloomy, since the concern has never made enough money 
to afford modem conveniences, or to paint and spruce up. 
It just gets by the minimum factory standards of the New 
York State labor laws. 

Running only half full, the concern isn’t making much 
money. In fact, it’s just breaking even after the owner, 
Sam Leven, takes out a drawing account of $25 a week — 
and that’s less than he needs to keep his family going in the 
apartment Mrs. Leven had rented when times were better. 
His books show that his weekly operations are panning out 
this way: 

1 For the sake of simplicity m discussing the case, all workers are as- 
sumed to get the same pay. Actually the more experienced and skilled 
operators, such as cutters, would be paid more than the average, while 
others would get less. 
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Expenses: ^ 

Rent, heat, interest on debt on ma- 


chinery, other fixed costs 

$135.00 

Personal drawing account, Mr Leven 
Cost of materials— cloth, buttons, 

25.00 

thread, repair of machines 

320 00 

Labor— 20 workers at $12 

240.00 

TOTAL EXPENSES 

Receipts: ^ 

0 

0 

0 

80 dozen shirts sold at $9 per dozen 

720 00 

NET PROFIT 

$ 0 


Now suppose that a 30-hour bill is passed. The Elite 
Shirt Company has to reduce its weekly hours to 30. To 
give the workers the same weekly income, it has to increase 
its average pay from 25 to 40 cents per hour. Each worker 
will still be making f 12 a week. How many more will be 
employed, and how will the proprietor stand, as he tries to 
adjust his operations to the new law? 

Before, his girls were turning out an average of four 
dozen shirts apiece in 48 hours — one shirt an hour. Now 
the girls will be working a shorter time each day, and will 
have two days ofiE each week-end. Even with the same 
equipment, it would be reasonable to expect them to turn 
out more per hour. If their speed goes up one-fifth, they 
would average 35 shirts in 30 hours. To keep on turning 
out 80 dozen shirts a week, Mr. Leven will have to hire 
seven more workers full time, and one more worker half 
time. 

Not only Mr. Leven, but other manufacturers as well, 

^ These figures do not go into social security taxes and many other 
details. They are based on data given for this industry in the Census of 
Manufactures. 
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will be facing the same problem. The cotton mills, the 
dyeing plants, and the button factories all will have to hire 
more workers to get the same work done. In these indus- 
tries, where competition is keen and profit margins are 
proverbially thm, each one will figure on making up for 
the increased labor costs by charging more for his product. 

With all these changes taken into account, how would 
the Elite Shirt Company’s operations stand right after the 
30-hour bill first went into effect? Here’s an approximate 
idea: 


Expenses: 

Rent, etc. same as before f 1 35.00 

Personal drawing acct. Mr. Leven 25.00 

Cost of materials— cloth, buttons, thread, 
and repairs 392 00 

Labor— 2754 workers at |i 2 330.00 

TOTAL EXPENSES $ 882.00 

Receipts: 

8o dozen shirts sold at fi 1.025 dozen 882.00 

NET PROFITS $ o 


This statement is based on the idea that the price of the 
cloth, buttons, etc., bought by Mr. Leven would probably 
go up in price in the same proportion that Mr. Leven had 
to increase his prices. This works out at 22 14 percent price 
increase. 

If for the sake of simplicity we assume that manufactur- 
ing and selling concerns in all industries were to make the 
same percentage increase in employment and in prices that 
this one concern made, how would workers stand right 
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after the change went into effect^ Let us see. 

People at work— 

20 before, i-jVi after increase 37’/! percent 

Weekly income per worker 1 1 2 no change 

Total pay rolls— 

$240 before, $3 30 after increase 37 14 percent 

Cost of living (based on price of shirts) 

I9 before, f 11.025 after increase 2 2 percent 

The 20 people who were at work before find their 
weekly pay is unchanged, but their cost of living has gone 
up 2254 percent. They can’t individually buy as much as 
they could before. On the other hand, 7 14 new jobs have 
been made for people who previously were earning noth- 
ing (except possibly from relief work). If we assume that 
relief expenditures are not decreased, that is, that other 
people are put on relief in place of those taken off, the buy- 
ing power of the whole public has been increased some- 
what. Pay rolls have gone up 3754 percent, and cost of 
living has increased only 22 14 percent. Buying power has 
increased faster than prices. Despite the higher prices, 
workers as a whole can buy 1 2 14 percent more goods than 
they could buy before.^ Business activity will increase in 
consequence. 

If shirts share equally in this increased demand, the sales 
of shirts would go up 1 2 14 percent. If prices meanwhile 
stay the same, how will Mr. Leven’s books look after this 
increase has had time to register? 

iThis over-states the case. Not all consumers’ income comes from 
wages, so buying power would rise less rapidly than pay rolls. 
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Expenses: 


Rent and other fixed charges 

$135.00 

Personal drawing account 

25.00 

Cost of materials 

440.00 

Labor— 30 9 workers at $12 

371.00 

TOTAL EXPENSES 

$971.00 

Receipts: 

89.8 dozen shirts at $11,025 per dozen 

$990.00 

NET PROFIT 

$ 19.00 


With the larger sales and larger volume of operations, 
Mr. Leven has a small profit margin at last. Meanwhile em- 
ployment and pay rolls have increased again, so still more 
products could be sold. At the level shown just above, pay 
rolls are 55 percent above their initial level. As compared 
to the 2214 percent rise in prices and costs of living, this 
would support a level of busmess activity 25 percent higher 
than in the beginning. 

Before trying to figure out how much further increase in 
activity might take place in this way until mcreased demand 
and increased production balanced one another, one other 
development would have to be taken into account. The 
fixed charges of the Elite Shirt Company include rent, heat- 
ing and lighting, interest, and depreciation of machinery. 
It would have to use more working capital to cover the 
larger volume and the higher cost of materials. With the 
higher prices for commodities in general, it would have to 
pay more for repairs, and spend more for new machinery 
when its old sewing machines and other equipment wore 
out. After a time the higher commodity price level would 
make building costs rise and tend even to drive up the rent 
it would have to pay. Certainly Mr. Leven would want to 
increase his own drawing account as fast as prices and the 
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cost of living went up. All these things would mean that 
the overhead costs, which at first would tend to stay un- 
changed, would start following wages up. After possibly 
two or three years, this increase m overhead costs might 
make the weekly business of the Ehte Shirt Company look 
like this. 


Expenses: 

Rent, heat, interest, etc. $185.00 

Personal drawing account, Mr. Leven 34 00 
Cost of materials 439.00 

Labor— 2 7I4 workers at $12 330.00 

TOTAL EXPENSES $988.00 

Receipts: 

80 dozen shirts at $12.35 dozen $988.00 

NET PROFIT $ O 


This has been figured through to show what would 
happen by the time everything else had gone up as much 
as labor costs per unit of production, after allowing for the 
increased labor efficiency due to shorter hours. Prices 
would then be 37 percent higher than they were to start 
with. The total pay roll would be 3754 percent higher 
than before, or just enough to offset the higher prices. 
While 27 14 people would be at work, they would have no 
larger buying power than 20 people had before. With no 
larger buying power, only as many shirts would be made 
and sold as in the beginmng. This all holds true if we 
figure that what happens in this one factory would repre- 
sent what was happening in all other factories at the same 
time.^ 

1 Actually the situation would be much more complex, with a great 
variety of reactions m different concerns The effect of shorter 
on output per hour, m particular, might vary widely from the one-sixdi 
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This last calculation leads to one very significant con- 
clusion. Businessmen, forced to pay higher wages per unit 
of production, might also figure that they had to increase 
their overhead charges in the same proportion as their labor 
costs, and be unwilling to sell at prices which did not cover 
this larger overhead. To the extent that they do that, prices 
will rise as fast as wage costs per umt of production. If 
prices do rise as fast as wage costs, the stimulating effect of 
shorter hours will be cancelled out, and neither sales nor 
business activity will increase. 

This thumbnail illustraaon has left out many aspects of 
the problem in real hfe. It has assumed that the shorter 
hours would affect all workers equally in all industries, 
while actually some would be affected more than others. 
It has assumed that hours would be reduced equally in all 
industries. It has assumed that the cost of living goes up 
as fast as commodity prices, while actually consumers, too, 
have fixed payments for insurance, rent, and the like which 
do not change readily. Even so, though, the general result 
of the computations is believed to be substantially correct. 
That result is this: forced reductions in hours and increases 
in wages might cause an immediate increase in business. 
That increase would tend to disappear as other costs fol- 
lowed prices up. If businessmen were too quick to raise 
prices, the expected increase in business might not appear 
at all. In late 1936 and early 1937, autos, steel and other 
industries, forced to advance wages, promptly increased 
prices by as much or more. This actual experience suggests 
that business would probably act so that the immediate gain 
from a 30-hour bill would be the least, rather than the most, 
that these calculations show as possible. 

increase assumed here, both m different concerns and on the average 
for alL 
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Undoubtedly there is need to prevent unduly long hours. 
This is particularly necessary in the sweatshop industries to 
prevent competition there from becommg competition in 
seeing how far down wages and workmg conditions can 
be pushed. But the reverse is not necessarily true, that dras- 
tically shorter hours will of themselves inevitably produce 
more employment and more income. Any temporary gains 
that might come from reducing hours faster than improv- 
ing technology justifies, would tend to disappear as other 
costs began to follow wages up. 


XXIX 

How does Industrial Expansion compare with a 
^o-hour bill? 

In the preceding chapter we followed through the for- 
tunes of the Elite Shirt Company under a 30-hour bill. 
We saw that the results were not all that could be hoped 
for. How would such a company fare under Industrial Ex- 
pansion.^ Would the planned expansion of employment 
and markets actually work out any better, either immedi- 
ately or in the long run, than the 30-hour proposal worked 
out? Let us see. 

We will figure that the first expansion program provides 
for a 25 percent increase in national income, and that the 
demand for shirts increases in the same proportion. W e will 
also figure that the first programs are so calculated that 
prices do not go up, either for shirts, for cloth and other 
materials, or for the cost of living in general. Under these 
conditions, how much change will there be in the opera- 
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tions of this one company^ The following tabulation shows 
its affairs before and during the first year’s program, under 
these assumed conditions. 


Under Industrial 


Expenses: 

Rent, heat, interest and other 

Before 

Expansion— 

-ist year 

fixed charges 

Personal drawmg account 
Cost of materials and power 
Labor— 20 workers at f 12 

$135.00 

25.00 

320.00 

240.00 

26 workers 

$135.00 

25.00 

400.00 



at $12.50 

325.00 

TOTAL EXPENSES 

0 

b 

0 


$885.00 

Receipts: 

$9. per dozen— 80 dozen 

-4 

N 

0 

b 

0 

100 doz. 

$900.00 

NET PROFIT 

0 


$ 15.00 


The shirt-making business is one where labor efficiency 
doesn’t increase greatly as activity goes up. It isn’t like 
steel or cement, where when you go from 50 percent to 75 
percent activity, you cut down sharply the labor-hours per 
ton. In the figures above, aU the gain that the Elite Com- 
pany shows is what it makes from the saving on its over- 
head. It’s still figured that it takes one hour of a worker’s 
time to make each shirt, just as before.^ But running at 100 
dozen a week instead of 80, the overhead costs are less per 
shirt, so there is somethmg to split up among the workers 
and the management. The gain to workers could be split 
all to shorter hours, or all to higher pay. Here it’s been di- 
vided: Hours per week have been cut 5 percent from 48 to 
46, quitting earlier on Saturdays. Pay per hour has been 

2- Labor union officials in this industry claim that there would be some 
gain in labor efficiency with larger output. To the extent this is true, it 
would make the gams from Indusmal Expansion even larger than those 
shown here. 
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increased from 25 cents to 27.2 cents or by 9 percent. Even 
with the shorter hours, pay per week has gone up from $ 1 2 
to $12.50. At the same tune six more workers have been 
taken on. 

How do these changes compare with the situation before 


Industrial Expansion? 

Hours per week change from 

48 to 

46 

4% decline 

People at work “ “ 

20 to 

26 

30% gam 

Weekly income per 
worker ‘‘ 

$12 to 

$12 50 

4% gain 

Total payroll “ 

$240 to $325 

35% gam 

Return to owner 

$2510 

$40 

60% gain 

Cost of living (based 
on price of shirts) remain at $9 


no change 


This illustrates concretely the way in which Industrial 
Expansion has something for everyone. Employment has 
gone up 30 percent, and pay rolls 35 percent. The Elite 
Shirt Company will have no difficulty sellmg its increase of 
25 percent in output. Each worker is working two less 
hours per week, and getting 50 cents more for the week. 
Management is getting a slight profit compared to none be- 
fore. And these gains are all real gains, for prices have not 
risen. The cost of living remains unchanged. 

The workers in the Elite Company will be disappointed 
that they gain so little under the first year of Industrial Ex- 
pansion. After all, $12 50 a week is still low pay, and 46 
hours is still a long week. Of course, more people are at 
work. They are glad that some of their sisters and cousins 
who hadn’t jobs before have got real work now. But still, 
they had hoped for much bigger and more substantial gains 
from the new program. 

The workers can still be hopeful, though. The first year 
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of Industrial Expansion is just a starter. The gains they 
have gotten that year, real gains in buying power, are just 
a small sample of what they will get later. Each successive 
year, hours will go down until reasonable hours are secured. 
By the fourth year under Industrial Expansion, the weekly 
books of the Elite Shirt should look something hke this: 

Expenses: 

Rent, heat, interest and other fixed charges | 1 35.00 


Personal drawing account 25.00 

Cost of materials and power 704.00 

Labor— 42 workers at $20.25 850.50 

TOTAL EXPENSES $ 1 ,7 1 4.5O 

Receipts: 

160 dozen at f 1 1. $1,760 00 

NET PROFIT I 45.50 


A number of different considerations have been involved 
in working out this statement. First, the price of shirts 
has been boosted from $9 to |ii a dozen. This increase 
would be offset by price reductions in industries like auto- 
mobiles, where the opportunities for savings in labor and in 
overhead costs with increasing output are larger. Secondly^ 
the cost of materials has been raised ro percent per shirt. 
This would cover an increase of 20 percent in the price of 
cloth at the mill, offset in part by reductions in freight rates, 
coal, and power. Third, overhead costs have been left un- 
changed. Higher interest charges for more operating capi- 
tal will be offset by reduced machinery costs, owing to de- 
clining prices for machines and tools. The machine tools 
industry is like automobiles, in that steady full output would 
greatly reduce labor and other costs. Finally, with shorter 
hours (40 per week), steadily rising wages, and better and 
cheaper machinery, it is assumed that output per hour 
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worked has gone up gradually, so that each worker is fin- 
ishing 1 1 14 shurts in 10 hours on the average, instead of 10 
shirts as before. 

With all these changes, how does the position of the 
workers and others in the Elite Shirt Company compare 
with what it was before Industrial Expansion? 

Hours per week reduced from 48 to 20 percent decline 

. 

People at work increased from 20 more than doubled 
to 42 

Weekly income increased from f 12 69 percent increase 
per worker to $20.25 

Total pay roll changed from $240 more than tripled in 
to $850.50 amount 

Return to owner changed from $25 almost tripled 
to $70.50 

Cost of living (including reduc- no change 
tion in prices in 
other industries) 

Of course, this would stUl be far from Utopia. There 
would still be much to do to push the pay of shirt workers 
still higher. As other more mechanical industries made 
stiU greater strides, in reducing labor costs and prices for- 
their products, the price of shirts might be still further in- 
creased. As efficiency in producing shirts increased, higher 
wages would be aided. Both changes would make it possi- 
ble to raise pay in the textile industry without raising living 
costs. In later years, as efficiency in this and other indus- 
tries continued to rise, pay would be pushed on up further 
and further. 

Even though they might seem moderate at first, all the 
gains from Industrial Expansion would be real gains. High 
wages would not be nullified by higher costs of hving. 



224 JOBS FOR ALL 

Each worker would earn more money, 69 percent more in 
the case just shown. Costs of hvmg would not increase as 
a whole, so the real standard of livmg would go up as fast 
as the earnings. More people would be employed, twice as 
many in the case above. Hours per week would be reduced 
to reasonable levels. Returns to owners and capital would 
be increased to reasonable return for management and in- 
vestment. The production of shirts would be doubled, and 
the production of everything else would similarly be greatly 
increased. More would be produced and consumed. 
Everyone could have more, without anyone having to take 
less. 

As compared to the 30-hour biU, Industrial Expansion is 
less spectacular but more substantial. The benefits of a 
30-hour bill would seem large at the start but then would 
gradually disappear. The gains from Industrial Expansion 
would seem only moderate at the start, but would steadily 
grow more and more. 

Industrial Expansion provides for a sustained and con- 
tinuing increase in production and business activity. It 
charts the direction along which lower hours and continu- 
ally rising wages may safely be attained. 


XXX 

Cm monetary and fiscal policies alone 
produce abundance? 

For more tfian 25 years there have been attempts to main- 
tain continuous prosperity by manipulating the financial 
mechanism. The passage of the Federal Reserve Act in 
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1913 was believed at the time to be one of the most posi- 
tive steps toward planmng monetary policies to lessen busi- 
ness depressions. 

The original monetary control powers of the Federal 
Reserve System were largely limited to changing the rate 
of interest on funds advanced to member banks. The Sys- 
tem did facihtate the flow of funds from one section of the 
country to another, and so made the banking system more 
efficient. The ability of banks to rediscount their collateral 
at Federal Reserve Banks was intended to make them more 
run-proof. The principal weapon of the system in combat- 
ing business cycles, though, was to raise its rediscount rate 
in times of boom, and to lower it in times of depression. 
Sharp increases in the rate in 1920 apparently helped end 
the postwar boom and precipitate the depression of 1920. 
Despite prompt reductions in rediscount rates, recovery 
from that depression did not start until prices of building 
materials and other industrial products had declined to a 
point which touched off the postwar housing boom. 

After a time the Federal Reserve System developed a 
second monetary control gadget, in its so-called “open- 
market operations.” The Federal Reserve Banks had the 
right to buy or sell government bonds and other govern- 
ment securities in the security markets. They found that 
when they bought bonds, that put more money in the 
hands of the member banks and encouraged them to adopt 
a freer lending policy. When the Reserve Banks sold 
bonds, this depleted the reserves of member banks and they 
had to borrow to make them up. The open-market policy 
could thus be used as a club to make the rediscount-rate 
policy effective. 

From 1922 to 1928 it seemed that the rediscount rates 
and open-market operations of the Federal Reserve Sys- 
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tern were helping maintain a fairly even price level and a 
stable prosperity. In 1928-29 the stock market, encour- 
aged by rapidly rising profits, and supported by loans of 
idle business funds direct to brokers, went soaring off to 
impossible levels. Federal Reserve interest rates were 
raised higher and higher in the attempt to check the specu- 
lative boom, without immediate success. Finally, in late 
1929, the bubble burst. The unstable character of the post- 
war prosperity, here and abroad, became increasingly clear 
as the depression steadily deepened from 1929 to the spring 
of 1933. 

During those four years of shrinking employment and 
business activity the Federal Reserve System tried to start 
or encourage recovery by reducmg its interest rate to ex- 
ceedingly low levels. In the sprmg of 1 93 2 it began buying 
50 to 100 millions of securities every week, hoping that 
this steady flow of funds would force banks to loan more 
and start recovery. But the funds had slight effect. From 
March i to August i, 1932, while this policy was in opera- 
tion, the excess reserves of member banks (those in the 
Federal Reserve System) increased 262 millions of dollars, 
but the total loans of reporting member banks shrank by 
1,592 miUions of dollars.^ The excess reserves of banks 
show how much unused lending power they have. The 
larger the excess reserves, the more their actual loans are 
below the amount they could readily loan. But for the 
bank loans to increase, it is not only necessary that they be 
able to loan. It is also necessary that someone be willing to 
borrow, and that the bank be willing to loan. As long as 
business is going dovra, there is no reason for businessmen 
to seek new loans. As long as prospects for profitable use 
of money are low, banks are unwillmg to take a chance. So 

2- Federal Reserve Board figures. 
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loanable funds may pile up at exactly the same time that 
funds in use and business activity contmue to shrink. 

The experiences of 1929 to 1933 mdicated that the Fed- 
eral Reserve operations of that period, with respect to in- 
terest rates and open market purchases and sales, were 
better as brakes than as accelerators. They could help check 
a boom when it was going too high or too fast, but they did 
not start recovery when a depression was once under way. 
And they could check a boom only at the danger of start- 
ing a depression. They could throw on the brakes at times 
of danger, only to find that the business brakes stayed 
locked until the motor was dead. After that, letting off the 
brakes would not start the motor. 

In times of depression, banks would not lend money and 
businessmen would not borrow. Yet if recovery was to 
come without a long and complete deflation, someone 
would have to start spending money. Under the New Deal 
this was accomplished. It was done, however, not through 
manipulating the controls of the banking system. Instead, 
it was done by the nation borrowing from the banks and 
having the government itself spend money, spending much 
more than it was taking in in taxes. Since this was carried 
on through the financial operations of the Federal Govern- 
ment, it has been called “fiscal policy” as compared to the 
“monetary” or “bankmg policy” of the Federal Reserve 
System. 

There is no need here to describe in detail the various 
ways by which the New Deal increased federal expendi- 
tures from 1933 to 1936. That story has been told many 
times. The amounts spent were large, large enough to in- 
fluence the business activity of so great a country as the 
United States. Between January 1933, and January 1937, 
the Federal Government spent 12 billions of dollars more 
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than it took in. And the policy worked. Increasing bank 
reserves in 1932 had had little effect. But increasing the 
buying power in the hands of consumers in 1 93 3 and there- 
after did make things happen. From 1933 to 1937 the na- 
tional income increased steadily. For the four years, 1934 
to 1937 inclusive, the national income totaled 239 billions 
of dollars. If it had stayed at 1 9 3 3 levels through those four 
years, it would have totaled only 169 billions, or 70 billions 
less. By borrowing and spendmg 12 billions, the Federal 
Government stimulated an increase in the nation’s produc- 
tion of goods and services 6 times as large.^ 

If the spending program was to work, though, it would 
have to stimulate a continuing recovery in private business 
activity and m private investment. Eventually the govern- 
ment would have to stop increasing the debt. Presumably 
by that time private investment would be erpanding so fast 
that the pubhc spending could be withdrawn without 
checking the recovery. For pump-priming to be fully suc- 
cessful, business activity would have to go on expanding 
for several years after government spending stopped. In 
that period of prosperity, the government would collect 
more in taxes than it spent, and so would cut its debt down 
to normal proportions again. Then when the next period 
of depression came around the government debt would be 
low enough so that it could again increase its debt and again 
prime the pump through spending. 

Some businessmen are beginning to believe that it is not 
necessary to ever balance the budget in the sense of get- 
ting all expenditures below all receipts. They point to the 
fact that corporations separate current expenditures from 
investment in plant expansion, and take credit in their bal- 
ance sheets for the net increase in assets. They believe that 
1 See Appendix, Table i, for data on national income produced. 
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the Federal Government, hkewise, should take credit for 
capital investment, and should deduct the net increase in 
assets (after allowing for depreciation) before showmg its 
annual deficit or surplus. Sweden has recently adopted 
such a two-way budget. If we were to adopt such a prin- 
ciple of federal accounting, it would be possible to con- 
tinue to make large pubhc investments as contributions to 
buying power, and yet show a balanced budget. It may 
be that sometime in the future it will be possible for gov- 
ernment to follow the accounting practices in this respect 
that have long been standard practice for corporations. 

Whatever new accountmg techniques may be adopted 
in the future, for the present the fiscal pohcy of pump- 
priming or of deficit financing does not seem to have 
worked any better than the earlier policy of monetary and 
banking control. Things went well from 1933 to 1936, as 
long as the government was continuing its spending. Half 
of all the dollars spent from 1933 to 1937 came from bor- 
rowing. In 1937 the government began to cut down its 
spending very rapidly. In the first half of that year it spent 
only $1.1 1 for every dollar it took in, in the second half, 
only f.pp.’- The budget was practically balanced, just as 
business asked that it be. But instead of recovery continu- 
ing, private investment began to shrink too. Soon, and 
shockingly swiftly, we were plunged into a new depression, 
second in severity only to that one from which we had just 
been emerging. 

The earlier attempts to use interest rates and open-mar- 
ket operations to bring stable prosperity had been hesitant 
in character and small in extent. Had the action been more 

^This is for the amount actually spent in cash, after adjusting for 
transactions involving trust funds. It isn’t true sjpendmg when the Treas- 
ury takes money out of one pocket and puts it in another, labelled ‘‘trust 
fund.” Yet this is called spending in the Treasury reports. 
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positive and vigorous, the monetary controls might have 
proved somewhat more effective/ Similarly, there is some 
reason to believe that the fiscal, or pump-priming, policy 
did not have quite a fair test in 1933-37. There is evidence 
that we cut off spendmg too abruptly instead of tapering 
off gradually. 

We had increased spendmg gradually. Our net excess of 
public expenditures above tax receipts had been less than 
200 millions a month in 1933. From that point it was in- 
creased gradually until in mid- 193 6 it amounted to 400 to 
500 milhons a month. The payment of the veterans’ bonus 
put a big further peak on spendmg. Then, in late 1936 and 
early 1937, spending was cut sharply while tax receipts 
were rismg, so that by the spring of 1937 the outflow of 
government funds had fallen below 100 millions, and by 
that fall had stopped almost entirely. Instead of tapering 
off spending over several years, we cut it off suddenly al- 
most within 12 months.^ The recession followed. Many 
economists believe if we had tapered off spending more 
gradually, business might have had time to take up the 
slack. 

There is a second reason why pump-priming did not 
work. This reason is probably even more important than 
the speed with which spending was turned off and turned 
on. During the recovery period after 1934, business con- 
cerns in those fields where competition is controlled, in- 
creased profits very greatly. Output per worker was ris- 
ing with larger production. Instead of sharmg this gain 

^ One of the outstanding proposals for more effective banking and 
monetary control is given m Irving Fisher, “ioo% Money,” Adeiphia 
Company, 1935. 

2 For the net expenditures by the Federal Government, adjusted so as 
to show the net contribution to national buying power, see Arthur D. 
Gayer, “Fiscal Policies,” The American Economic Review, Vol. XXVIII, 
No. I, Supplement, March, 1938, p. 90, especially the chart on page 98. 
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with workers in higher wages, or with consumers in lower 
prices, these concerns mostly kept it as larger profits. Wage 
rates showed practically no increase from the fall of 1934 
to the fall of 1936.^ Then the C. I. O. finally began to exert 
pressure for wage increases. In many industries these wage 
increases could easily have been paid from the larger profits. 
But mstead businessmen at once began to jack up prices as 
much or more than they were raising wages. From the fall 
of 1936 to the spring of 1937 there was a regular business 
orgy of price-raising, stocking up inventories, and other 
phenomena associated with a period of business speculation. 
Prospective large crops of wheat and cotton and govern- 
ment warnings finally made businessmen realize in the 
spring of 1937 that prices were not going to keep on rising 
forever. After the bubble burst, businessmen began to take 
stock of their situation. They discovered that between the 
fall of 1936 and the fall of 1937 they had increased their 
inventories by about five billion dollars’ worth of goods.® 
Thereafter, they began to draw on their inventories instead 
of ordering ahead. A disastrous decline in industrial activ- 
ity followed. 

A further serious effect of the rising prices was on the 
building industry, as already referred to elsewhere. Costs 
of building in the first half of 1937 rose out of proportion 
to rents. The promising building boom, which had been 
moving forward vigorously, was nipped in the bud. In 
March, 1937, contracts for housing showed a gain of 73 
percent over the same month a year earlier. By September, 

1 According to the Bureau of Labor Statistics, average hourly earn- 
ings in factories averaged 55 B 4 m August and September of 1934, and 
57.0^ in the same months of 1936. 

2 See D. C. Elliott, “A quarterly series of Manufacturers’ Inventories,” 
Jour Amer, Stat, Assoc,, Voh 33, No 202, June, 1938, pp. 349-3525 and 
Dun*s Review, October, 1938, pp. 9-16, 
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they showed a loss of 2 1 percent below the correspon ding 
month of 1936. 

The rise in profits, from 1934 to 1936, carried with it a 
rise in stock prices. When the inflationary boost in prices 
began in 1936, stocks reflected this, and were carried up to 
new high peaks in the spring of 1 9 3 7 . After the boom burst, 
and speculators began to realize that prices and profits 
could not go up indefinitely, the decline in stock prices 
helped discourage investment, and to intensify the subse- 
quent business declines. The stock market served in 1936- 
37, as in earlier boom periods, to magnify and exaggerate 
the fluctuations for which industrial policy was directly re- 
sponsible. 

The declme in government spending in 1937 thus came 
on top of a weak industrial and speculative situation, all set 
for a crash. The two together produced the largest and 
fastest contraction in busmess activity ever recorded in any 
6 months’ period in our economic history. 

The fiscal operations of the government, or pump-prim- 
ing, were largely checkmated by the price and wage poh- 
cies of business. The spending program started activity up. 
But the controlled industries tried to keep too much of the 
resulting profits for themselves, and shared too little with 
their workers. They sabotaged the very recovery on which 
their continued profits depended. 

It appears, therefore, that fiscal operations alone are not 
enough to produce a lasting and full recovery. The actions 
of the large industrial concerns which dominate price move- 
ments in their fields may prevent recovery, once started, 
from continuing automatically. So long as these concerns 
operate in this way government cannot stop with monetary 
measures or fiscal stimulation. It must go further and con- 
cern itself with the price and wage policies of industry, and 
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possibly with the production policies as well. Obviously 
Industrial Expansion is only one of many possible hnes of 
government action in this field. The following chapter 
explores other possible ways in which action could be taken, 
and contrasts them with Industrial Expansion.’- 

The analysis just presented helps us understand why 
periods of recovery in the past have led inevitably into 
booms and then recessions. The actions of busmess from 
i934to 1937 were nothing new. They repeated the policies 
of 1921 to 1929. They repeated the policies of other periods 
of economic recovery. Business has not learned that re- 
covery can be enduring only if a fair portion of the gains is 
turned over to workers and consumers. Business has not 
learned that when profits rise too fast, they can not endure. 
Business has not learned that if profits are to be sustained 
over long periods they must be held at reasonable levels 
even when things are booming. And so periods of inflation, 
speculation, crisis, and depression sooner or later terminate 
every period of recovery, long before full employment or 
full production has been attained. 

In 1938, the Federal Government, faced with the new 
depression, launched a new spendmg program. In response 
to the depletion in inventories and the increase of spending, 
business began rising rapidly in mid- 193 8. At the same 
time increasing attention was being paid to the problem of 
monopolistically-controlled industries. If the spending 
continues large enough it can certainly get activity to fair 
levels again. Perhaps it may get business moving fast 
enough to push the housing cycle, which is just in position 
for a big expansion, up toward full activity. With the mem- 

^ For a carefully reasoned discussion of the way that a flexible federal 
budget might be combined with a better tax system, see Henry S Denni- 
son, Lincoln Filene, Ralph E. Flanders, and Morris E. Leeds, “Toward 
Full Employment,” Whittlesey House, 1938. 
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ories of the fiasco of 1937 fresh in their minds, perhaps busi- 
ness concerns will be more cautious about boosting prices, 
and labor unions will be more conservative about demand- 
ing big sudden increases in wage rates, and Congress and 
government agencies wdl be more careful to taper off 
spending slowly enough so as not to produce a sudden jerk. 
If all these things work together effectively, it may prove 
possible to start recovery by spending, and then this time 
taper off spending and have the recovery keep going for 
several years thereafter. With the lessons learned from the 
first experience, pump-priming may work better this second 
time. It may produce a continmng period of prosperity 
over a term of years before the next depression comes. But 
for the reasons just explored, it can never become the sole 
or even the major dependence in the search for full and 
sustained production and employment. 

The possibilities of monetary pohcy and of fiscal policy 
have not been fully or fairly tested. No matter how effec- 
tive monetary policy might be made, small changes in in- 
terest rates are but a feeble weapon with which to attack 
the grave conditions that confront us now and m the fore- 
seeable future. Tax policies, with increased emphasis on 
income and inheritance taxes, can aid in the redistribution 
of income and so help somewhat toward maintaining con- 
sumption. Fiscal policy operations, through compensatory 
public expenditures in times of depression, have become a 
useful and probably permanent weapon for coping with 
periods of contraction. But our greatest problem is not 
that of ironing out the fluctuations in business activity, but 
rather of raising the abnormally low level around which 
those fluctuations take place. While monetary and fiscal 
operations, wisely conducted, may continue to prove a use- 
M weapon to narrow the range of the fluctuations, fax 
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Stronger action is needed to elevate the whole plane of 
production and employment nearer to that of which we are 
capable. That is the job for which some powerful program 
such as Industrial Expansion is needed. 


XXXI 

Are cooperatives the voay to plenty? 

The idea of a cooperative society is an alluring one to many 
enthusiasts. In such a society, they say, all trade would be 
carried on by cooperative organizations. Processing and 
manufacturing would be done by concerns owned by con- 
sumers, through their wholesale and retail consumers’ co- 
operatives. The raw materials would be purchased from 
farmers’ cooperative marketing associations, or produced 
in mines and oil wells cooperatively owned. City people, 
as consumers, would buy from their retail cooperative. As 
workers, they would be employed by the cooperative sys- 
tem. Unnecessary duplication of selling facilities, decep- 
tion of the consumer as to quality, excessive expenditures 
for advertising, and diversion of income through profits 
would automatically disappear. Rational planning and 
continuous operation would necessarily characterize the 
system of cooperatively owned and operated employment, 
production and distribution. Building up cooperatives 
might bring us gradually nearer a fully cooperative econ- 
omy. Is that the best way to plenty? 

Although no country has yet approached this ideal of a 
cooperatively operated economy, the development of co- 
operatives in several Western European countries has pro- 
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duced significant results in their economic systems. This is 
particularly true in Great Britain and in the Scandmavian 
countries.^ 

In Great Britain the Rochdale Societies, starting as small 
retail selhng cooperatives, have grown back through con- 
solidated purchase and manufacture. In consequence these 
concerns, handling about one-seventh of the retail business 
of Great Britain, now occupy a dominant place in F. n glish 
economic life, with an annual business about twice that of 
our largest mail-order concerns. In the Scandinavian coun- 
tries the cooperative movement has grown so powerful that 
in some cases it exercises a significant control over the price 
policies of monopolistic industries. The cooperatives there, 
as in many other countries, operate many factories of their 
own, producing flour, margarine, shoes, galoshes, tires, fer- 
tilizer, light bulbs, and other products. In many of these 
the cooperative production has broken the previous high 
cartel prices. Where monopolistic policies of large con- 
cerns have held prices too high, the mere threat of estab- 
lishing new cooperative factories has frequently been suffi- 
cient to bring about an immediate reduction in corporate 
prices. The cooperative movement in Sweden, handling 
about 10 percent of all retail sales and about 1 5 percent of 
foodstuffs, has thus not only provided products for its mem- 
bers at less cost and of assured quality, but has influenced 
the general level of prices to the benefit of all consumers, 
members and non-members.® 

Consumers’ cooperation in the United States began in 

1 For a brief summary of the accomplishments of European coopera- 
tives, see “Report on the Inquiry on Cooperative Enterprise in Europe, 
1937,” United States Government Printing Office, Washington, D. C,, 

P* 4 - . ^ 

2 “Report of the Inquiry on Cooperative Enterprise m Europe, 1937 ” 
pp, 208-20, 223-36. 
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1845. As yet, however, it has not grown to anything like 
the size or power of the cooperatives abroad. On the con- 
trary, cooperation here has been most important among 
farmers. There it has shown its greatest strength in selling 
rather than in buying. Starting usually as small local con- 
cerns, and providing more efficient methods of handling 
and processmg than competing private selling agencies, 
farmers’ marketing cooperatives have grown and federated 
into state, regional, and even national associations. They 
have become the dominant sales agencies in a number of 
fields. Farmers’ marketing cooperatives now handle 
roughly one-quarter of all farm sales. In some fields they 
have made notable contributions toward more efficient 
marketing methods, improved processes or products, and a 
more orderly distribution of the product. Sunkist oranges, 
Sunmaid raisins, Land-O-Lakes butter, P.E P. eggs, are just 
a few of the products that cooperation has made standards 
of value in the retail markets. 

The leaders of farm cooperative groups have become 
powerful figures in Washington, comparable with the 
leaders of the great “general” organizations of farmers, the 
Grange, the Farm Bureau, and the Farmers’ Union. These 
cooperative spokesmen have had much influence on farm 
legislation. Cooperative marketing has increased, through 
organization, the power of farmers. It has been primarily 
interested in the interests of farmers as producers, however, 
and has not generally concerned itself with the mutual in- 
terests of producers and consumers. 

More recently cooperative buying has begun to make 
rapid strides among farmers. It has developed through 
special buymg cooperatives, through buying departments 
of cooperative marketing associations, and through cooper- 
ative sales agencies affliated with the general farm organi- 
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zations. Consumers’ cooperative wholesale concerns, each 
buying for a group of consumers’ cooperative retail asso- 
ciations, are a special development of the past decade. They 
are growing rapidly in a number of scattered areas, espe- 
cially in the Midwest. Today grease, oil, feed, and ferti- 
lizer are all being processed cooperatively for cooperative 
sale. Tires and tractors are being manufactured for sale 
under the cooperative brand. A cooperative refinery is 
about to be erected. TheG.L.F. (Grange-League-Federa- 
tion of New York is doing about a 35 million dollar a 
year business at wholesale alone. The Eastern States Farm- 
er’s Exchange at Springfield, Massachusetts, is domg about 
20 millions. At Cloquet, Wisconsin, a single retail cooper- 
ative is sellmg over a mUlion dollars worth of consumers’ 
goods a year. In addition, cooperative fire, auto and liabil- 
ity insurance, especially among farmers, has been growing 
steadily and has become an important business. 

The sales of consumers’ purchasing cooperatives now 
amount to about 400 nullion dollars a year among farmers, 
and shghtly under 100 million dollars a year among urban 
cooperative associations.® The consumers’ cooperatives in 
the cities have developed at a number of separate points, 
and cover a wide range of activities. They operate laun- 
dries and cleaning establishments, cafeterias, and oil and 
gas stations. They sell groceries, clothing, and other staples. 

^The New York members of the Grange (The Patrons of Hus- 
bandry), The Dairymen’s League Cooperative Association, Inc., and the 
Farm Bureau Federation, merging their cooperative buying in a single 
agency. 

2 These figures are based upon the reports on the sales of consumers^ 
cooperative purchasing associations prepared by the Bureau of Labor 
Statistics, primarily for urban cooperatives, and by the Farm Credit Ad- 
mimstration, primarily for farmers’ cooperatives. There is some over- 
lapping in the two series of reports. In preparing the estimates given m 
this paragraph, the duplication has been eliminated as far as possible. 
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In some areas they have their own cooperative wholesale 
agencies. In others they have joined with the farmers’ 
wholesale organizations. 

Among farmers, cooperative buying is now growing 
much more rapidly than cooperative selling. Cooperative 
buying is growing about equally rapidly among city con- 
sumers. From 1933 to 1937 the estimated total volume of 
consumer cooperative sales, farm and urban combmed, 
grew at an average rate of 24 percent per annum, while 
national income increased at an average rate of 12 percent 
per annum. Consumer cooperation was thus occupying a 
constantly expanding place in the national economy. 

Cooperative buying has helped unite the interests of 
farmers and city people in a way that cooperative market- 
ing never did, despite its much greater size. Many of the 
wholesale cooperatives now serve urban and rural locali- 
ties alike. Cooperative literature is beginning to stress the 
mutual interests of farmers and city people. Thus a recent 
report of a consumers’ wholesale ^ states. 

“the scope of your cooperative was broadened, . . . 
operating ... to wipe out that line of demarcation which 
exists too often between country and city, uniting them 
without regard to race, religion, or pohtical behef. All 
are consumers.” 

Along with the tightening of mutual interests between 
city and country, cooperative groups in the United States 
have begun to establish business relationships with those in 
other countries. Cooperative wheat from Kansas has been 
sold to the English cooperatives. Cooperative oil, grease, 
and other products have been shipped to cooperative so- 

1 Consumers Cooperaave Association, “loth Annual Report,” Kansas 
City, 1938. 
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cieties in Canada, Scotland, the Netherlands, France, and 
Bulgaria. Internationally as well as internally, cooperation 
is building ties of mutual interest. 

The widening social vision on the part of leaders in farm- 
ers’ cooperatives, and the mcreasmg range of the activities 
carried on by cooperative organizations, indicates that some 
day cooperatives may exercise as vital a force in the eco- 
nomic affairs of this country as they do in the Scandinavian 
countries. But as yet they handle only slightly over i per- 
cent of the retail sales of the country.’- While our coopera- 
tive associations have had some influence on fertilizer and 
gasoline prices in limited local areas, they are still too small 
for general influence. These facts indicate that we should 
not place too much reliance on cooperation for the immedi- 
ate future. Even though it is growing rapidly, there is a 
speed limit beyond which sound growth cannot occur. 
The forced growth from federal loans during the Federal 
Farm Board period did lasting damage to many farmers’ 
marketing associations. Leaders of the consumers’ cooper- 
ative movement are justly afraid of too easy credit like that 
of the Farm Board and too rapid expansion. 

Encouraging as the cooperative movement is, and stimu- 
lating as it may be to the individual members in their well- 
mented pride of achievement and ownership, we cannot 
expect it to grow rapidly enough to solve the economic 
problems which press us today, and which challenge us for 
the decade ahead. This is clearly recognized by the coop- 
erative leaders themselves. Thus Howard A. Cowden of 

1 In 1929, with a national income paid out of $79 billion, retail sales of 
commodities totaled I49 billion, according to the Census of Retail Dis- 
tribution. Accordingly, in 1937, with a national income of $69 billion, 
retail sales may be estimated at about I43 billion. Consumers’ coopera- 
tive sales of about $500 millions would thus be i.i percent of total retail 
sales. 
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the Consumers Cooperative Association declares in their 
loth Annual Report: 

“While Consumers Cooperative Association and similar 
cooperative groups are building assets for people who 
work, and while they are returning buymg power to those 
same people, they have made only a beginning. . . . The 
cooperatives still have a long road ahead of them before 
they begin to affect our national economy to the degree 
they should, to the degree that would be both healthful 
and hopeful. We must continue to build.” 

Cooperation is a significant social force, then, and one 
which may some day grow powerful enough to exercise a 
major influence toward better organization of our society. 
In the meantime there is still need for more immediate ac- 
tion, such as Industrial Expansion, to deal with unemploy- 
ment and low production m the nearer future. 

Industrial Expansion would not attack many of the prob- 
lems with which cooperation is concerned. It would not 
directly reduce the inefficiencies of marketing, nor provide 
the consumer more reliable products, nor reduce the exces- 
sive costs of advertising. It would merely concern itself 
with increasing the total of production and employment 
through the existing business organizations, with their exist- 
ing methods of work and habits of doing business, modified 
somewhat with respect to wage, price, and production 
policy. 

To the extent that Industrial Expansion raised the income 
of the poorest workers, and gave them a wider margin above 
bare subsistence, it might even slow down somewhat the 
growth of cooperatives. Consumers’ cooperation makes its 
fastest growth, however, when its patrons have fairly regu- 
lar employment, and can afford to invest small sums for the 
necessary cooperative capital. But cooperative leaders will 
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not grumble even if full employment and decent wages 
should place some obstacles in theu: path. They believe 
they can demonstrate that cooperation can supply con- 
sumers better articles at lower costs, with the increased sat- 
isfaction of dealmg with their own concerns, and with the 
pride of participating in a new social movement. So long as 
cooperation can deliver on these counts, and with the vital- 
ity it is now showing, cooperation will continue to grow 
until it assumes a significant place in the life of the country. 
There is need for both Industrial Expansion and Coopera- 
tion. Each has a different task to perform. They are not 
competitive but complementary. 


XXXII 

Can rearmament solve unemployment? 

The events of September and October, 1938 shocked the 
people of America profoundly. They revealed that we 
were living in a world where brute force, reckoned in the 
thousands of airplanes, the millions of armed men, and the 
tons of bombs, was the only power that counted among the 
so-called civihzed nations. Rearmament is going on at a 
furious pace in western Europe. It appears that we too will 
soon start buildmg up our military and naval power into a 
size and readiness commensurate with that of the ruthless 
dictatorships. What will be the final outcome of this world- 
wide race to rearm no man can foresee, but everyone can 
see that no nation, unarmed, is safe. 

If we really entered the race to arm, that might produce 
profound changes in our society. War fevers are always 
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bad for democratic processes. But here we are concerned 
with the economic, rather than the political, aspects of re- 
armament. If we greatly expand our military power in the 
months and years ahead, will that automatically solve our 
problems of unemployment and low production^ 

With our fortunate geographic position we have spent 
less of our national mcome on arms than other great powers. 
In the fiscal year ending June 30, 1938, we spent just over 
one billion dollars on national defense, includmg both the 
Army and the Navy. This represented less than 1.5 per- 
cent of our national income for 1937. In contrast with this 
amount, England is spendmg about i .7 billions on defense 
in 1938, and Germany about 4.4 billions. The 1937 defense 
expenditures represented 6.6 percent of her national in- 
come, for England, and 1 5 percent, for Germany.^ Ger- 
many’s expenditures are comparable with our mihtary ex- 
penses at the peak of our World War effort. We spent 1 1 
billion dollars on the Army and Navy for the 1918-19 
fiscal year, or 16 percent of our 1919 national income of 66 
billion dollars. 

Our present military expenditures are small compared to 
our wealth and income. We could increase them greatly 
without immediate effect on our economy. That applies 
particularly to airplanes, where apparently the pressure for 
enlargement would be greatest. The entire appropriation 
for the Air Corps of the Army and the Bureau of Aero- 
nautics of the Navy, including the cost of new aircraft, 
was 108 million dollars for the fiscal year ending June 30, 
1938. We could double or triple our present expenditures 
on air force with but slight effect on our general economic 
position. 

i William T. Stone, ‘‘Economic Consequences of Rearmament,” Report 
of Foreign Policy A^ociation, New York City, October i, 1938. 
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The first effect of rearmament might be merely to change 
the character of our public works construction. Today, 
through P. W A. and W.P. A., large amounts of public funds 
are going into the construction of schoolhouses, roads, 
bridges, sewer systems, office buildings, and other struc- 
tures. At first all we might do would be to cut down on 
these things and to buy mstead airplanes, rifles, anti-aircraft 
guns, and cruisers and battleships. While that would mean 
more steel and aluminum, and less cement, gravel, and 
brick, the changes might not be so great as to cause any 
serious industrial shortages or bottlenecks. If military pre- 
paredness continued to be financed the same way that pub- 
lic works had been financed before, the only big change in 
the situation would be the difference m the usefulness in 
what we were building. In the world of today, tanks and 
machine guns seem to have their values, along with schools 
and grade separation structures. 

Although rearmament initially would be much like any 
other kind of public works, it would soon create new prob- 
lems. Arms races increase in intensity as they go along. 
We would have to be prepared to continue to expand our 
armaments for a considerable time ahead. After a time, 
the need for materials and skilled mechanics to build weap- 
ons might begin to compete with demands for more peace- 
ful products. Many of the industries concerned — copper, 
chemicals, steel — ^are industries whose prices and profits 
have tended to skyrocket before as demands mcrease. Un- 
less some conscious public control was imposed on indus- 
trial prices the expanding military demands might cause a 
new upswmg similar to that which occurred in 1936-37. 
Such a period of rapidly rising prices might agam check the 
general industrial expansion, and start a new recession. 

If the armament expenditures continued to expand, cov- 
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ering their cost would create other new problems. Our na- 
tional debt is already so heavy that large new expenditures 
would soon have to be offset by new taxes. What the effect 
would be would depend on how the taxes were levied. 
They might be imposed on those with moderately good in- 
comes, say by increasing the income taxes on those with 
incomes of $5,000 or more, and by closing the loopholes in 
our inheritance tax laws. If that were done a good deal of 
new taxes would come from funds that otherwise would go 
into excess savings. Buying power for consumers’ goods 
would be reduced but little, while the diversion of the funds 
to rearmament would increase the total of production and 
employment. 

The new taxes might, on the other hand, take the form 
of sales taxes or pay roll taxes. If that were done, they 
would fall more heavily on the poor than on the rich. They 
would mean that in order to produce more guns and bomb- 
ers, we were producing less furniture, fewer passenger 
automobiles, and less clothing. The expansion in expendi- 
tures for military uses would be offset by a contraction of 
expenditures by consumers, and no increase in employment 
would result. Such taxes would simply force the lower 
two-thirds to contribute their money to buy bombs and 
uniforms instead of spending it for bread and clothes. 

Contiaued rearmament thus would raise problems as to 
whether we would finance the program iu such a manner 
as to increase employment or to reduce consumption. 
Equally serious would be the problem of what we would 
do after we finished rearrmng. Regardless of whether the 
armament race ended in a new war or in a disarmament 
agreement, at the end we would have to shift back from 
producing the means of destruction to producing for the 
needs of our people. Many industries, such as munitions. 
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rifles, airplanes, shipbuilding, would be expanded far be- 
yond the normal demands, while other industries would be 
too small. Once the industrial structure has been concen- 
trated on mihtary objectives, shifting it back to ordinary 
peace-time demands involves a series of drastic internal re- 
adjustments. That readjustment is one of the greatest ques- 
tions facing Germany today. If she does avoid war, and 
does cease expandmg rearmament, can she stand the shock 
of readjustment to more normal living^ 

The economic readjustment problems created by a heavy 
rearmament program have been well stated by an English 
publication: ^ 

“At present the industrial structure is being distorted by 
the exigencies of rearmament, the productive capacity of 
many industries such as iron and steel, shipbuilding and 
certain branches of engineering, is bemg expanded to a 
level which, apart from rearmament, would be greatly in 
excess of our requirements. When rearmament is at an 
end, we shall be confronted accordmgly with a problem 
of industrial demobilization similar to those which arose 
after the war; and this problem will be the more difficult 
in that the industries in which redundant productive ca- 
pacity is to be expected are largely the constructional in- 
dustries which tend in any case to be the worst sufferers 
in an industrial depression.” 

Large-scale rearmament might, for the moment, help to 
make new jobs and to increase production. That new ac- 
tivity, however, would be at the cost of an unbalanced de- 
velopment that would threaten our future economic sta- 
bility. It would be possible to combine rearmament with 
Industrial Expansion. Our ability to protect ourselves 

^ The Economist^ June ii, 1938, p. 595. 
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against aggression would be greatly strengthened by the 
general increased production which Industrial Expansion 
would create. At the same time the planful methods of In- 
dustrial Expansion would help to cushion the subsequent 
readjustments after we finished rearming. It was in part 
the failure to plan our post-war readjustments which 
made the economic heritage of the World War so disas- 
trous. 

Whether we wish it or not, the pressure of world events 
is hurrying us forward into unknown dangers. A great re- 
armament program would carry with it both additional 
protection and new difficulties. Conscious advance plan- 
ning, of the sort provided by Industrial Expansion, will be 
necessary if we are to weather the economic storms of a 
warlike world without subsequent disaster. 


XXXIII 

Can the problem be solved other than through 
Industrial Expansion? 

We have examined single-industry action, the 30-hour 
week, monetary and fiscal policies, cooperative buying, and 
rearmament. No one of them seems to be sufficient to make 
jobs for all our workers and keep them at work. Instead, 
some method seems to be needed which is capable of con- 
trolling industrial policy as a whole. Industrial Expansion 
is one such method. Are there other methods of industrial 
control which might be used? 

Short of government ownership and operation, four dif- 
ferent forms of industrial control have been discussed in 
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America. These are: (i) industry self-regulation; (2) re- 
storing competition through “trust-busting”; ( 3 ) restoring 
competition through yardstick competition; or (4) some 
form of economic planning similar to Industrial Expansion. 

INDUSTRY SELF-REGULATION 

The idea of industry regulating itself through its own 
organizations is popular with American businessmen. The 
idea is constantly reappearing. The N.R.A., as it actually 
operated, was an attempt by businessmen to run their own 
affairs. As has already been shown, that meant in practice 
running their own affairs so as to make the biggest profits, 
not runmng them so as to achieve the largest production or 
the fullest employment.^ 

When industry runs its own affairs it is likely to operate 
much as the “cartels” do in Europe, A cartel is a group of 
concerns in the same industry that combine together to 
control their operations. Usually they allocate production 
prorata among themselves, and then limit the output to that 
quantity which can be sold at satisfactory prices. They set 
the prices. Usually the prices are high enough to insure 
profits to the highest-cost concern. That means that the 
price of the product to the consumer is set by the costs in 
the most inefficient concern. 

Businessmen are interested primarily in profits. In the 
long run, full employment and full production would yield 
businessmen larger profits over a term of years. But busi- 
nessmen are “practical.” They think almost entirely in 
terms of the immediate existing situation. Left to them- 
selves they rarely seem able to see the long-time profits that 
might result from temporary losses. They are usually un- 
willing to reduce prices or increase wages in the hope that 

See Chapter XVI. 
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a general industry-wide expansion of production might fol- 
low/ Instead, they tend to hold up prices and restrict out- 
put in the hope of making the largest possible income in the 
face of the existing limited markets. 

The leaders of business should not be blamed for this sit- 
uation. They, like everyone else, are the product of their 
environment. They cannot be expected to act differently 
from what their environment forces them to. As busmess 
operates today, it has no organization through which a con- 
certed expansion can be brought about. Giving industry 
the right to regulate itself, from its own point of view, 
would tend toward contraction rather than expansion. 
This is clearly shown by the results of past efforts at busi- 
ness self-regulation, both in Europe under the cartel sys- 
tem and in America under the N R.A, Although organiza- 
tion for expansion is needed, that organization cannot be 
secured through business self-regulation. 

THE TRUST-BUSTING APPROACH 

Many people believe that the solution lies in restoring 
competition. They believe we should break up the large 
concerns into dozens or hundreds of small vigorously com- 
peting concerns. Our antitrust legislation is all based on 
this idea. We find it in the opinions of Justice Brandeis and 
in the writings of his followers. Is trust-bustmg the way 
out^ 

There is real question whether we could break up our 
present big concerns without a great loss of productive 
efficiency. In many industries the high output per worker 
depends upon assembly lines and other mass-production 

The action of the U. S. Steel Corporation in reducing steel prices in 
June, 1938, without simultaneously reducmg wages, is a noteworthy ex- 
ception to this general statement. 
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techniques which could not be employed if the plants were 
smaller. In automobile production, 78 percent of the men 
work in factories employing 500 men or more. If we made 
automobiles like we build houses, each car would cost tre- 
mendously more. Other industries, such as clothing manu- 
facture, may be better adapted to relatively small factories. 
But in many industries, such as automobiles, steel or cement, 
the size of the most efficient plant seems to be constantly 
increasing. 

Large concerns get low costs not only from running big 
plants, but also from the integration of successive steps in 
production. U. S. Steel mines ore, hauls it by boat, pro- 
duces molten pig iron, rolls it into steel, fabricates struc- 
tural steel, and builds bridges. The Ford Motor Company 
produces glass and steel and owns the railroad which hauls 
them to the auto plant. The Standard Oil Company drills 
oil wells, transports crude oil through its own pipe lines or 
tankers, refines the product, ships the gasoline, and retails 
it through its owned or controlled gas stations. Such mte- 
gration reduces the number of times the semi-finished 
products change ownership. It widens the area over which 
scientific management can be extended. Integration of op- 
eration thus produces economies of large-scale production 
beyond those possible m a single plant. A program of trust- 
busting might break up the large plants into many small 
ones, and force each step of the integrated industries to be 
conducted in separate concerns. If that was done the result 
in many cases would be to greatly increase the costs of pro- 
duction per unit. We would restore competition, but at 
the cost of greatly reduced productive efficiency. 

Not all large corporations justify their size in increased 
operating efficiency. This is particularly true of holding 
companies of the type formed by InsuU and Hopson. Ap- 
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parently they were formed solely to make profits for their 
organizers, without regard to any economic service. They 
frequently failed even to mcrease efficiency where it was 
possible.^ Financial giants which perform no real service 
m production should be separated into smaller concerns. 
The utility holding company law is starring to do that. But 
even after such purely financial integrations were dissolved, 
in many industries the concerns would still be so big that 
true competition would not appear. 

The technology of production demands large concerns 
to produce efiiciently. Modem merchandising demands 
distinctive products that can be advertised on a nation-wide 
market. Both contribute to the evolution of the giant cor- 
porations which dominate most industrial fields. But great 
corporations suppress competition. They encourage tech- 
nical advance, but do not pass its fruits on to consumers. 
They reduce costs of production, but maintain prices. 
They divert too much of the savings from lowered costs to 
higher profits, and too httle to lower prices or higher 
wages. They fail to maintain the consumer buying power 
that is necessary to expand the markets for their products. 
Speculative booms and economic recessions are an inevi- 
table consequence. 

We have had the anritrast laws for almost 50 years, yet 
monopolistic controls are still growing. Corporations con- 
trolled 92 percent of the value of manufacture in 1929. In 
1904 they controlled 74 percent. The proportion of assets 
of nonfinancial corporations under the control of the 200 
biggest concerns increased from 32 percent in 1909 to 49 
percent in 1929, and in 1933 had gone up to 56 percent. 

^ See “A Report on National Planning and Public Works m Relation 
to National Resources and Including Land Use and Water Resources”, 
National Resources Committee, Dec, i, 1934, pp. 352, 
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Antitrust suits in the past have not been able to restore 
competition. Recently the Department of Justice has 
started a more vigorous antitrust policy under Thurman 
Arnold. It remains to be seen how much change that will 
produce in industrial price policies. As a whole, it cannot 
be expected to correct the monopohstic tendencies which 
are inherent in bigness. And our whole productive effi- 
ciency might suffer if it did succeed m makmg little ones 
out of the big ones. Even if the holdmg companies were 
broken up, and if some of the integrated corporations were 
separated into different concerns, the size of unit would 
still be too large for effective competition to prevail. The 
facts of modern technology dictate that we must have units 
so large that, in many lines, monopolistic price policies will 
automatically tend to follow. Instead of seeking to destroy 
bigness, we must find some way to live with bigness and use 
its productivity in the interest of all. 

THE YARDSTICK APPROACH 

If we cannot control monopolistic policies through anti- 
trust action, perhaps we can control them by establishing 
public agencies to compete with them. That was one of the 
ideas behind the T.V.A. The yardstick idea seems to have 
been successful. Electrical rates in the T.V.A. area have 
fallen, and the use of electricity has increased. There are 
proposals in Congress to set up similar public power author- 
ities in other sections of the country. 

The problem, however, is not a simple one. T.V.A. has 
stimulated increased use of electricity among consumers, 
but it has also generated resentment and suspicion among 
its competitors. Not merely in the T.V.A. area, but 
throughout the country, the electrical utility interests claim 
they are in danger of public competition. They claim that 
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the competition is unfair, that the government does not pay 
the same taxes, interest, and other charges that they have. 
They claim that too much of the cost of the dams is charged 
to flood control, and too little to power. They claim that 
they cannot secure new capital for their business. That is 
why, they state, they do not build new plants. Yet new 
capacity is badly needed to take care of the strong upward 
trend in the use of electricity. 

Justified or not, these claims show how private industry 
reacts to government competition. It may lower its rates, 
but it does so at the cost of reduced or suspended new in- 
vestment. 

If yardstick competition were to be applied generally 
to deal with all forms of corporate restraints on competi- 
tion, public enterprise would have to enter many new fields. 
Steel, automobiles, cement, aluminum, copper, tires, some 
types of lumber, paper, gypsum, glass are only a few ex- 
amples. A long period of confusion and conflict would 
follow, similar to that in the electric utility field. 

At its best, yardstick competition would not produce a 
planned and coordinated expansion of production and em- 
ployment. Rather it re-establishes part of the uncertainty 
of competition. While it might result in lower prices, it 
achieves these lower prices at the cost of a long period of 
industrial chaos. It has few elements of conscious and or- 
derly industry-wide planning. There seems no reason to 
hope it could produce a steady and continuous rise in out- 
put and employment, such as would be produced by over- 
all industrial planning. 

CONCERTED ECONOMIC PLANNING 

We cannot safely give businessmen the power to regulate 
themselves, nor can we effectively control monopolistic 
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action through trust-busting suits or through general yard- 
stick competition. Accepting big corporations as an inevi- 
table part of the modem mdustrial scene, we must find some 
way to control their policies in the interest of increased pro- 
duction and full and sustained employment. That brmgs 
us back to some method for concerted planning of indus- 
trial activity, so operated as to protect the interests of all 
workers and consumers. 

Industrial Expansion has been presented in this book as 
one method of concerted planning. It is not the only 
method which might be considered. Many other methods 
have been proposed in the past, or will be suggested in the 
future. The Industrial Expansion proposal might be modi- 
fied in many different ways from what has been outlined 
here, and work as well or better. 

For example, there are many different methods that 
might be used to secure the cooperation of businessmen. 
Voluntary cooperation would be one way. Processing 
taxes and benefit payments would be another. Direct com- 
pulsion by government, through regulation of interstate 
business or by penalty taxes, would be a third way. With- 
drawal or suspension of special government privileges, such 
as tariff protection or patent rights, would be still another 
sanction that might be used. 

Similarly, there are many different ways that the pro- 
grams could be developed and administered. The proce- 
dure might be set up on an even more democratic basis than 
outlined here, or it might provide for less opportunity for 
public discussion or participation. 

The “ever-normal warehouse” feature might be elimi- 
nated entirely from the program, and each industry or each 
concern left to carry the burden of readjusting its opera- 
tions when their programs did not work out as planned. 
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In presenting Industrial Expansion as one method of deal- 
ing with this problem, there is no intention of saymg that 
that procedure is regarded as the one solution. Rather, In- 
dustrial Expansion has been set forth to indicate the general 
lines along which industrial planning for full production 
might be operated, without sacrificing either democracy or 
capitalism. It has been described in some detail to show 
how such a program might work, but the author clearly 
recognises that ail the details are subject to change and im- 
provement. Not necessarily Industrial Expansion as out- 
lined in this book, or even a program that follows its gen- 
eral organization and procedure, is essential to solve the 
problem. But some scheme of its broad general character 
is needed. Rational and conscious planning for increased 
production must be applied on a nation-wide scale. Some 
effective method must be adopted which can both develop 
effective plans for expanding production and employment 
in our major industries, and then can see that the plans are 
carried into action. Industrial Expansion represents the 
type of program which can solve the problem of unemploy- 
ment and underproduction without destroying capitalism 
or democracy. 







PART VII 

POLITICAL ASPECTS 




XXXIV 

Would Industrial Expansion lead us into Fascism? 

The most serious charge made against the Industrial Ex- 
pansion proposal is that it would lead us toward Fascism. 
Those who make this charge believe that it would be easy 
to go from the organization of industry and labor for in- 
creased production to a Fascist dictatorship. Many well- 
intentioned hberals have read the description of the indus- 
try organization and planning mechanism for Industrial 
Expansion, as set forth in my book “$2500 a Year.” From 
this presentation or from other discussions they have 
jumped to the conclusion that the scheme for drawing and 
administering industry programs is so similar to that of 
Fascist states that, ipso facto, it must be Fascism. (Con- 
servative-minded readers, on the contrary, have criticized 
the planning mechanism as being essentially socialistic, and 
tending toward socialism' ) 

Thus that arch-hater of Fascists, Dorothy Thompson, 
paid her respects to the Industrial Expansion proposal in 
her column of January 7, 1938, in the following terms: 
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“At a meeting of the National Policy Committee at Good- 
wood, held in Richmond, Massachusetts, in September of 
last year. Dr. Mordecai Ezekiel, of the Department of Ag- 
riculture, one of the leading blue-print boys of the admin- 
istration, made this policy perfectly clear. He proposed 
‘that a plan be worked out which would reward industry 
for expanding production and pay rolls according to in- 
terlockmg concerted programs and penalize non-expand- 
ing industry, expansion programs to be drawn up by code 
authorities representing functional interests. , . 

“Now, what does this all add up to? We are to maintain 
private ownership but have government control. We are 
to seek a balanced and expanding economy by contractual 
cooperation between government and agriculture, with 
penalties for non-cooperators, which is the sense of the 
farm bills which have just passed both houses. 

“The presumption is that all this can be set up without 
coercion, and inside the framework of political democ- 
racy. And for that we have also got a new slogan: ‘Ma- 
jority rule,’ ‘majority mandate.’ We have also got a public 
relations technique for constantly mobilizing that ma- 
jority or pretending that it exists. . . . 

“American liberalism is not dead. And it is challenged 
and it will continue to challenge the administration’s at- 
tempt to follow up its failure to deal with its own depres- 
sion, by trying to foist pn the American people a program 
of ‘democratic’ Fascism.” 

There may be a real difference, however, between form 
and substance. All Fascist countries also have policemen, 
firemen, and railway employees. Not all countries with 
such employees are Fascistic. If any conscious planning 
at all is to be used in industry, there must be some form of 
industrial organization to prepare the plans and put them 
into action. The structure of Industrial Expansion may 
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therefore resemble the structure of economic planning in 
the Fascist countries. It may also, for that matter, resemble 
the structure of industrial planning m the socialist country, 
Russia. But the differences between Fascism, sociahsm, and 
capitalism lie not so much m organizational structure as in 
content and procedure. Will the content and procedure of 
Industrial Expansion be Fascistic? 

First, as to administrative organization. The units for 
the plannmg and organization of mdustry will be consti- 
tuted on a fully democratic basis. These include the indus- 
try authorities, the interindustry authorities, and the cen- 
tral industrial expansion board and administration. The 
board of each industry authority will be composed of rep- 
resentatives of businessmen, selected by the business man- 
agement of the concerns in the industry; representatives of 
labor, designated by the mdustry’s labor umons; represen- 
tatives of consumers, selected by organizations of industries 
or individuals purchasing the products of that industry; 
and representatives of government, appointed by the cen- 
tral industrial administration. Business, labor, and consumer 
representatives will be selected democratically by the group 
they represent. 

In Fascist countries, on the contrary, the central dicta- 
torial government working closely with large business in- 
terests, controls aU. The labor representatives on the Italian 
“corporations” are not selected by labor unions. The latter 
have practically ceased to exist as independent institutions. 
Instead, the labor spokesmen are designated by the govern- 
ment. Even the secretaries of the local organizations of 
workers are government selected and appointed. The 
unions have no powers of democratic self-government even 
in their own local affairs. Similarly, in Germany, labor 
unions have been completely suppressed. Workers no 
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longer have any right to speak or even to think for them- 
selves, In Hitler’s own words: 

“First we had to halt the ever shifting wages and price 
movements, then we had to reconstruct the whole fabric 
of the State by removing all employer and employe or- 
ganizations. The essential factors were maintenance of 
mternal quiet and the time element.” ^ 

“The National Socialist State leadership is so sovereign, so 
above all economic ties, that in its eyes the designation 
‘employe’ and ‘employer’ are immaterial concepts. Before 
the greater interests of the nation there are neither em- 
ployer nor employe, but only labor delegates of the entire 
people.” ® 

Instead of representing workers, the “Labor Front” in 
Fascist countries has apparently become merely an organ- 
ization for policing workers. 

Next, as to procedure. 

The method by which Industrial Expansion will work is 
definitely democratic. It will not proceed by the promul- 
gation of plans from the national capital, to be slavishly 
adopted and carried out by the industries affected. That is 
the way dictatorships work. On the contrary, the national 
plans for expansion will have their origins and beginnings 
in programs worked out by each business unit and then 
each industry authority, for each of the major industries 
for which definite expansion programs are being developed. 
The central administration may announce the tentative 

1 See “The Position of the German Government’^ by Reichsfuehrer 
Adolf Hitler before the Reichstag, m Berlin, May 21, 1935, in Vital 
Speeches, VoL i, No. 18, June 3, 1935, p. 577. 

2 See Speech of Chancellor Hider at Nuremberg, September 9, 1936, 
International Conciliation, Carnegie Endowment for International Peace, 
November, 1936, p. 552, 
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goal, such as an increase in national income from 65 to 80 
billion dollars for the year ahead. The detailed estimates 
and plans as to how to reach that goal will be worked out 
by labor and management in the industry itself, and its duly 
selected representatives on its industry authority. The in- 
dustry itself will have the responsibility for working out 
how much expansion in demand the projected rise in na- 
tional income wdl produce for the products of the indus- 
try. It will determine how the increases will be allotted 
among the concerns in the industry. 

The central administration will be concerned primarily 
with making sure that the programs of the several indus- 
tries fit together properly and provide such increases in 
the buying power of workers and in the expenditures for 
investment as will insure markets for the programmed pro- 
duction. The process of building national programs from 
the bottom up has already been proved to be a practical 
democratic procedure. In the agricultural program, first 
under the Agricultural Adjustment Act and then later un- 
der the Soil Conservation and Domestic Allotment Act, 
county associations of farmers have been increasingly re- 
lied upon as the basic unit both for administration and pro- 
gram-making. The formulation of the 1938 program, for 
example, started in the spring of 1937. Meetings of each 
county association were held to develop suggestions for the 
new program. State-wide and then regional meetings of 
representatives from these farmers’ associations followed in 
early summer. Then in the late summer and early fall, these 
programs “from the field” were brought together in Wash- 
ington for formulation into a tentative national program. 
Tl^ proposed national program, in turn, was subjected to 
the criticism of farmer representatives in regional and state 
meetings in the fail. Not until after these farmer reactions 
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had been thoroughly canvassed and taken account of was 
the final national program formulated and announced. In 
the new farm act of 1938, this democratic control was fur- 
ther strengthened by provision for referenda of producers 
before marketmg controls could be imposed. The farmers 
affected regard this procedure as both democratic and ac- 
ceptable. This is confirmed not only by overwhelming 
endorsement in the successive referenda conducted by the 
A. A. A. but also by the large majorities obtained in polls 
taken by an impartial agency, the Gallup Surveys of Cur- 
rent Opinion. Thus the Gallup poll of December 19, 1937, 
showed: 

“A majority of farmers in all sections approve of the 
Federal Government’s present soil conservation program. 
Sentiment differs in various sections, but the vote of ap- 
proval IS everywhere greater than 6 to 4. 

“Farmers indicated they would favor regulations if the 
operations were put in the hands of farmers themselves. 
From 48 to 8 1 % of the farmers, depending on their loca- 
tion, agreed that if two-thirds of the farmers producing 
any one crop agreed to have a marketing quota, that the 
other one-third should be compelled to abide by the de- 
cision of the majority.” 

The planning structure proposed for Industrial Expan- 
sion follows in general the structure of democratic pro- 
gram-making and program-administration that has been 
developed in the agricultural experience. Only such modi- 
fications have been suggested as seem necessary to take 
account of the differences between agriculture and indus- 
try in business organization and in problems to be solved. 

In Fascistic countries there is no such opportunity for dis- 
cussion or participation in policy malsmg. The people 
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must do as they are told, without daring to ask why or 
wherefore. 

Only in one exceptional case does Industrial Expansion 
require the use of central authority instead of cooperative 
action. That is in the unlikely exception that some indus- 
try of major importance refuses to cooperate in the prepa- 
ration and initiation of programs of expansion. In that case 
the central administration would be authorized to itself 
prepare the missing program. This would be done with 
the help of technicians from the industry drafted into the 
national service. Then this government-prepared program 
would be imposed upon the recalcitrant industry by the use 
of the tax or other sanctions the central administration was 
empowered to use. 

Some will argue that this power to force cooperation is 
itself dictatorial. They will argue that defiant and unco- 
operative minorities have a right to function as they choose, 
despite the majority decision as to what is in the national 
welfare. If that be so, then what is democracy? History 
has proved time and time again that any group that at- 
tempts to move by unanimous decision soon becomes mori- 
bund. Our own history is filled with case after case of the 
imposition of decisions of the majority over the resistance 
of the minority. The abolition of slavery and the abolition 
of prohibition are illustrations of the same point. The 
I.C.C. was established despite the resistance and the lobby- 
ing of the railroads. The Packers and Stockyards regula- 
tion was made effective over the vehement protests and 
court attacks of the packers. The Commodity Exchange 
Administration was not “acceptable” to the wheat pits, nor 
the Securities and Exchange Commission to Wall Street, 
but we have them and the country has survived them. If 
the Aluminum Company of America, the Republic Steel 
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Corporation, or even the great automobile concerns, should 
be so narrow-visioned and selfish as to refuse to participate 
voluntarily in national programs of Industrial Expansion 
authorized by the voters of the country through their duly 
elected representatives, would it be democratic to permit 
the national will to be thwarted by such selfish and self- 
interested minority interests? 

Finally, it is significant that the ends and aims of Indus- 
trial Expansion are vastly different from the ends and aims 
of Fascism, In Fascistic countries, men exist but for the 
State and for the ruling classes which it represents. All 
life and all human activity are but means to making the 
State and those classes, and the Dictator who is thek living 
embodiment, greater and more powerful. The standard of 
living of the workers may be reduced. Hours may be in- 
creased and real wages may fall. Costs of living may soar 
without limits. The hours of leisure that remain may be 
occupied in drilling and countermarching. Under Fas- 
cism, all that requires no apology. The only glory and sat- 
isfaction the worker is expected to receive is in increasing 
the might, the dominions, and the power of the State. His 
own welfare is not expected to be regarded. This has been 
clearly stated by Mussolini.^ 

“The key-stone of the Fascist doctrine is its conception 
of the State, of its essence, its functions, and its aims. For 
Fascism the State is absolute, individuals and groups rela- 
tive. Individuals and groups are admissible in so far as they 
come within the State . . . The Fascist State is not a 
night-watchman, solicitous only of the personal safety of 
the citizens; nor is it organized exclusively for the purpose 
of guarantying a certain degree of material prosperity and 

1 Benito Mussolini, “Fascism: Docrrme and losatutions,” Ardita, 
Rome, 1935, pp. 27, 29, 40. 
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relatively peaceful conditions of life, a board of directors 
would do as much. . . . The State, as conceived and real- 
ized by Fascism, is a spiritual and ethical entity for secur- 
ing the pohtical, juridical, and economic organization of 
the nation, an organization which in its origin and growth 
is a manifestation of the spirit. . . . The State is not only 
the present, it is also the past and above all the future. 
Transcending the individual’s brief spell of life, the State 
stands for the immanent conscience of the nation. . . . 
‘‘Fascism desires the State to be strong and organic, 
based on broad foundations of popular support. The Fas- 
cist State lays claim to rule in the economic field no less 
than in others; it makes its action felt throughout the 
length and breadth of the country by means of its cor- 
porative, social, and educational institutions, and all the 
political, economic, and spiritual forces of the nation, or- 
ganized in their respective associations, circulate within 
the State. . . . 

“We are, in other words, a State which controls all 
forces acting in nature. We control pohtical forces, we 
control moral forces, we control economic forces, there- 
fore we are a full-blown Corporative State. . . . We 
stand for a new principle in the world, we stand for sheer, 
categorical, definitive antithesis to the world of democ- 
racy, plutocracy, free-masonry, to the world which still 
abides by the fundamental principles laid down in 1789.” 

Glory in sheer power, hope of foreign conquest, and 
an exaggerated nationalism are constantly dinned into the 
ears of Fascist subjects. This appeal to non-economic ob- 
jectives obscures the economic shortcomings of Fascism. 
Both in Italy and in Germany, the Fascist state has failed to 
increase the welfare of workers. Except temporarily dur- 
ing the Ethiopian campaign, Italian unemployment has con- 
tinued high. The number of persons receiving unemploy- 
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ment payments was 931,414 in 1932, and in 1936 was still 
858,419. Meanwhile Italian costs of living have risen faster 
than wages, so that real standards of living for workers 
have not increased, and in agriculture, are definitely lower,’- 
The statistics for Germany show a similar situation,® made 
even worse by the low quality of many of the substitute 
products. Under Fascism, workers have seen their civil 
liberties destroyed, without even getting better living con- 
ditions in return.® 

Businessmen have not fared much better than have 
workers. Both Italy and Germany have increased taxes 
greatly. In Italy, direct levies have been made on business 
capital. In Germany, taxation and various forms of forced 
contribution now take about 45 per cent of the national 
income. Public debt in both countries has increased faster 
than in the United States.* Fascism has not solved the prob- 
lem of getting prosperity without an unbalanced budget. 
Businessmen have lost the control of the use of their re- 
sources, and have little to show in return. 

Industrial Expansion, on the contrary, has for its one 
and primary objective raising the standard of hving and in- 
creasing the welfare, the comfort, and the dignity of the 

1 William G Welk, ‘Tascist Economic Policy,” Harvard University 
Press, Cambridge, Massachusetts, 1938, pp. 103, 233-242. 

2 In Germany, persons on forced labor at htde or no wages, men at 
work on government projects similar to our W.PA., minorities ousted 
from occupation, and persons in concentration camps, are not counted 
among the unemployed. If German unemployment statistics were com- 
piled on the same basis as ours are, it would be seen that their unemploy- 
ment IS still heavy. 

2 Robert A. Brady, “The Spirit and Structure of German Fascism,” 
The Vikmg Press, New York, 1937, pp. 120-182. 

^‘Tascist Economic Pohcy” pp. 224-5, 229; Lloyd's Bank Limiud 
Monthly Review, July, 1937, pp. 385-86; ‘Toreign Commerce Year- 
book,” U. S. Department of Commerce, 1935, p. 62, Henry A. 

“Paths to Plenty,” National Home Library Foundation, Washington, 
D. C., 1938, p. 145. 
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individual American. All of its activities and programs are 
but means to this end. The basic law under which Indus- 
trial Expansion would function would lay down, as a pre- 
requisite, that no program could be approved unless it pro- 
vided for an increase in industrial production as a whole, 
an increase in employment, and an increase in workers’ 
pay rolls, without increasing the general level of prices or 
the cost of living. Its objectives are the abolition of unem- 
ployment, the provision of opportunity to work to all who 
seek work, the increase of wages, especially of the lowest 
wages, the retraming of displaced workers, the provision of 
adequate security against unemployment, sickness, and old 
age. Ob j ectives such as these have nothing in common with 
the subordination of man to the State. On the contrary, for 
the first time they would make the democratic State effec- 
tively concerned with the welfare of man. 

No, it is not along the line of Industrial Expansion that 
the threat of Fascism lies. On the contrary, it is only if 
this country fails to take action to solve the industrial prob- 
lem that Fascism might appear. Historically, Fascism has 
appeared when countries operating under at least the forms 
of democracy failed to solve their economic problems. The 
failure of postwar Italy to solve her problems of industrial 
organization, low wages, and chronic unemployment paved 
the way for Mussolini. The postwar German government 
attempted to meet their economic problems by the paths 
of rigorous deflation, with grindmg poverty, no avenue of 
opportunity for youth, and heavy unemployment among 
the mature. That gave Hitler recruits for the private army 
which helped him rise to power. It also created a discour- 
aged, hopeless people willing to listen to his fantastic 
schemes and promises. 

Democracy might blunder helplessly along, unable or 
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unwilling to take positive action to deal with its economic 
problems, lettmg unemployment increase, production de- 
cline, and starvation mount, while it looks hopefully for the 
“turn just around the corner.” It is such an experience that 
leads to disgust with democratic institutions and will- 
ingness to try other more drastic methods. In 1932 the 
American people renounced the do-nothing pohcies of the 
Hoover Administration. By an overwhelmmg vote in 1936 
they expressed their approval of the vigorous action poli- 
cies of its successor. Adoption of the Industrial Expansion 
proposal would mean further vigorous, positive, and dra- 
matic action to increase production and to end unemploy- 
ment. Lack of such action may again involve us in the 
eternal budget dilemma. Shall we shut our eyes to starva- 
tion and balance the budget, or shall we provide effective 
rehef and shut our eyes to the budget^ Neither alternative 
bodes well for the future of the country. Neither one need 
be chosen if instead we choose the other path, a conscious 
planned expansion in production and consumption. 

No, it is not democratic and powerful action to increase 
production that might produce Fascism. Rather, it is the 
spectacle of a democracy unable or unwilhng to tackle its 
fundamental economic problems that creates the setting 
where a dictator might emerge. Why should we tolerate 
large-scale and contmuing unemployment.^ Why should 
we leave our youth vidthout opportunity? Why should 
one-quarter of our citizens exist on the edge of destitution? 
After six years of indirect attacks, America has not yet 
solved these vital questions. Would a conscious and di- 
rect attack upon them, using planning where planning is 
needful, make it more open to Fascist attack? Blunder- 
ing inaction might set the stage for Fascism. Positive eco- 
nomic action will save democracy. 
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Is planning for industry the same as socialism? 

In. 1928, Russia began to dramatize its socialistic planning 
in the shape of the first of a series of “5-year plans.” Smce 
then the American public has identified the word “plan- 
ning” with socialism. Even the numeral “5” has acqmred 
a distinctly reddish hue. Now Americans cannot make 
“programs” for the future (we must not call them plans! ) 
in terms of 5 -year units. We must use some other time- 
unit that has not been appropriated by the Soviets. 

The idea of planning is no monopoly of socialistic coun- 
tries. No building is ever constructed save according to a 
plan. The plan may be formalized in blueprints. It may 
exist only in the builder’s mind. Yet it is the plan that 
makes the assembly of bricks and mortar and wood and 
steel into a buildmg possible at all. 

A series of unrelated industrial plants, of laborers, and of 
piles of resources, is not a going industrial system. Careful 
detailed planning is necessary to make an industrial system 
function. The operation of our industrial system is char- 
acterized by fits and starts, by upsurges and depressions, 
by a continuing failure to produce to capacity. These are 
evidences of the fact that its operations are not planned. 
Our b usin ess concerns are not integrated into an effective 
economic system. 

In every large factory careful forethought and planning 
is necessary to make the great assembly lines function 
smoothly and efficiently. Conscious planning of industrial 
layout and assembly is a distinctively American contribu- 
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tion to modern life. It is so completely accepted as a com- 
ponent of modern industrialism that it is no longer even 
called “The Taylor System.” ^ The Industrial Expansion 
proposal is merely a method for applying more broadly 
those same principles of forethought and planning that are 
now almost universally applied within the plant and within 
the industrial concern. Industrial Expansion would apply 
these principles to plannmg the relations between indus- 
tries, and between production and consumption. 

We increase our productivity by plannmg and schedul- 
ing in advance the interrelated internal activities, the mani- 
fold operations, the thousands of men, the complicated 
machines and processes that make up the Ford Motor Com- 
pany. Why should we not plan the external relations of 
that great productive unit to the rest of our productive 
society^ No matter how careful the internal planning of 
each concern, the plans may all go to smash if the rest of 
industry does not operate in such a way as to make them 
feasible. The automobile industry learned this to its sor- 
row in the last quarter of 1937. Sales fell far below what 
the companies had counted on. They had to cut down 
their operations sharply. Effective external programs for 
coordinated expansion, such as proposed under Industrial 
Expansion, would prevent such collapses. It would insure 
that markets would be there. It would make the internal 
planning of each industry more workable, more depend- 
able, and more effective. 

There is need for interindustry planning in a democracy 
as well as in a socialistic state. Would the introduction of 
such industry-wide planning inevitably drive America to- 
ward socialism? 

1 EfSciency engineering was originally called The Taylor System, after 
Frederick W. Taylor, who first populanzed it. 
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The essential element of socialism is the public owner- 
ship and operation of the “means of production.” Under 
full socialism not only the post offices and the schools, but 
the railroads and the banks, the factories and the farms, the 
stores and the warehouses, would aU be both publicly- 
owned and publicly-operated. Individuals would not be 
permitted to own property of any kind, except their per- 
sonal possessions, such as clothmg, books, and house fur- 
nishings. There might be differences in how rigidly the 
principle was followed. At times Russian peasants were 
permitted to own their own cows, their own chickens, and 
sometimes even their own horse. The developments in the 
Soviet Union, however, have steadily been toward bring- 
ing an ever-larger proportion of all productive equipment 
under the direct ownership and admimstration of the state.^ 
Economic plans under socialism, therefore, must cover not 
only the key basic industries, but all the minor and inci- 
dental industries, down to hair-pins and shoe-strings. 

Along with the private ownership of property, profits 
from the use of property would disappear under socialism. 
Every worker would become a paid employe, receiving all 
his income from the wage paid him by the government- 
owned industry which employed him. Socialists claim that 
this would not make life for the individual worker or con- 
sumer much different from what it is today. The job- 
seeker finds it little easier to get a job with General Electric 
or with Standard Oil than with the post office or the fire 
department. The worker does not find wages higher or 
promotion easier with the great corporation than with the 
public institution. Socialists claim that in actual practice, 
for most people, work and life under socialism would be 

1 Calvin Bryce Hoover, “Economic Life of Soviet Russia,” Mac- 
millan Company, New York City, 1931. 
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very little different from work and life under large cor- 
porations. 

But aU this is beside the point. We are not discussing 
the pros and cons of sociahsm, but whether Industrial Ex- 
pansion is socialism. Is guiding industry accordmg to con- 
certed pre-arranged programs the same thing as the public 
ownership and operation of the industries themselves? 

Here again we may turn to the farms for an illustration. 
Ever since 1933 farm production in this country has been, 
in greater or less degree, directed accordmg to national pro- 
grams. They covered cotton in 1933; cotton, wheat, hogs, 
and rice in 1934; and even a larger range of commodities 
subsequently. Production, acreage, shipment, or market- 
ings of these commodities have been influenced by the pro- 
duction programs or the marketing agreements of the 
A. A. A. Has production planning in agriculture resulted in 
socialism on the farms? Has it resulted in the purchase, 
seizure, or operation of the farm land by the government? 

The answer is obvious. The farm land of the country is 
as firmly in private ownership today as it ever was. In fact, 
it is even more firmly in private ownership than formerly. 
Previous to the New Deal, farm land was bemg seized by 
local governments at an increasmg and alarming rate. That 
was happening through the purely capitahstic device 
known as delinquent taxes and tax sales. In five Southeast- 
ern States 17,718,000 acres of land were eligible for rever- 
sion for the nonpayment of taxes in 193 3. In Michigan and 
Minnesota 9,052,000 acres had reverted or were eligible for 
reversion in 1933. There are no reliable figures for the 
country as a whole on reversion to states and counties. 
Rough estimates, however, indicate that in 1932 taxes were 
delinquent on about half of all the farm land of the coun- 
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try and that the delinquencies amounted to over $ 1 50,000,- 
000 for 1932 taxes aloned 

Hard-pressed farmers were aided by the refinancing 
operations of the Farm Credit Administration, the rehabili- 
tation loans of the Resettlement Administration, and the 
increased income from the A. A. A. and the monetary and 
fiscal policies. With this aid, the loss of farm ownership by 
foreclosure or tax sale decreased greatly. Between 1933 
and 1936, the number of farms sold at forced sale dropped 
from 54.1 per thousand farmers to 26.2 per thousand. In- 
stead of planned production replacing private ownership 
of land, it has made private ownership more secure. 

Under the A.A.A. farmers adjusted their acreages, in- 
creased soil conserving crops, and directed their livestock 
production in general conformity with nationally and re- 
gionally planned programs. At the same time they con- 
tinued to carry inividually the full personal responsibility 
for efficient and effective operation of theur farms. If any 
farmer failed to plow or plant at the right time, failed or 
was unable to use improved seed, or fed his cows improp- 
erly balanced rations, he alone suffered the consequences in 
reduced output and income. His operations were adjusted 
in accordance with central plans, but that did not relieve 
him of full responsibility for the processes of production. 
Within his farm he continued to be lord of all he surveyed. 
He continued to bear the responsibilities, the rewards, and 
the punishments for how good a job he did of the produc- 
tion side of farming. 

1 These estimates by the author are based on C WA. surveys covermg 
513 of the 2,008 townships in New England, and 649 of the 3,004 counties 
in the rest of the country. See Report m Law and Contemporary Prob- 
lems, Duke University, June, 1936, page 347. 
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The operation of farms or of industries in accordance 
with agreed programs of production planning thus differs 
sharply from socialistic production. The individual owner 
continues to carry the full responsibility for production, 
with aU the duties and privileges that go with it. In this re- 
spect Industrial Expansion is not only greatly different from 
socialism, but it offers the promise of a far more efficient and 
productive industry than might prevail under socialism. 
The Russian experience has shown that when all resources 
are placed under public ownership the drive of private 
initiative and private profit may be lessened. The interest 
of the farmer or worker may slacken. He may apply him- 
self less vigorously and conscientiously. Total production 
may be far less than it would be with the same facilities un- 
der private management. Close attention is especially 
needed in farming. In the words of the old proverb, “The 
eye of the master fattens the cattle.” It is significant that it 
is in agriculture that the Soviets have met then greatest diffi- 
culties.^ 

The planning methods of Industrial Expansion are thus 
not sociahsm. Instead, they offer an alternative technique 
for industrial organization that may prove more efficient 
and productive than either socialism or planless capitalism. 
Industrial Expansion continues to rely on the drive of indi- 
vidual incentive and the profit motive to insure the maxi- 
mum of efficiency in production. It places that incentive 
at the point where it is most needed, in the technical process 
of production and operation. At the same time it uses con- 
scious planning to bring order out of chaos in the relations 
between concerns, and between producers and consumer. 
It uses planning at the very point where unrestricted opera- 

1 See Lazar Volin, “Agrarian Collectivism in the Soviet Union,” Jour- 
nal of Political Economy, Vol. XLV, Nos. 5 and 6, Oct. and Dec., 1937. 
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tion of the profit motive has brought instability and disor- 
der. 

Rather than carrying us into socialism, then, the Indus- 
trial Expansion plan retams the sturdiest elements of capi- 
talism. It uses the drive of private profit as a spur to 
efficient production. It blends that drive with industry 
planning to produce economic order instead of the existing 
economic confusion. 

Something like Industrial Expansion must be put into ac- 
tion to make jobs for all our people. If that is not done, we 
shall not stand stdl. Today millions of good people have 
no jobs. They haven’t proper food or decent clothes. 
They have no way to earn them. The longer these things 
contmue, the greater will grow the pressures for more posi- 
tive and more drastic action. T.V A. and RE.A. are only 
beginnings. The present plight of the railroads and the re- 
newed agitation for public ownership are merely straws 
which show which way the wind is blowing. So too is the 
continued existence of widespread “boodeg mining” of 
coal m the anthracite fields. Industrial Expansion is a pro- 
posal to so plan capitalism as to retain its best features and 
make it workable. We should take such evolutionary steps 
while we may. If we do not, our capitalists may wake up 
some fine morning and find that we have drifted far while 
they were becalmed. While they temporize, we may be 
plunged mto violent change. Industrial Expansion is a pro- 
posal to save all that is workable of the capitalistic system. 
It, or something hke it, must be adopted before long. If we 
do not act in time, the mexorable march of events, the un- 
satisfied pressure of hungry and dispossessed millions, may 
force us into something far less pleasant to our conservative 
leaders of busmess and finance. 
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Will economic planning end capitalism? 

The term “capitalism” has become a slippery-smooth sym- 
bol of something all conservatives worship and something 
all radicals question. Before we can discuss how Industrial 
Expansion would affect it we must have a clear under- 
standing of what the term means. 

We think of the “capitalistic system” as describing 
roughly the Itmd of business and industrial orgamzation we 
have been used to living in. Actually, though, we have not 
been living in a purely capitalistic system. Our roads, water 
and sewer systems, and postal service are socialistic. They 
are maintained and operated by the community and paid 
for, in gas taxes, service charges or stamps, by those who 
use them. Our schools, fire departments, police forces, 
courts and harbors are commumstic. They are provided, 
in theory at least, equally to all who need them. They are 
paid for, from taxes, by those who are able to pay. We 
have many other communal activities on a smaller scale, 
such as lodges, churches, societies, clubs. Most families are 
largely communistic, with the income used for the benefit 
of all. Still other groups, such as cooperative organizations 
of producers or consumers, are engaged in selling, buying 
or producing. They thus use a limited amount of collec- 
tive action. Only in a portion of our system does private 
capitalism operate. 

But within the sphere where it is present, what does pri- 
vate capitalism consist of? What are its essential elements? 
Three characteristics may be enumerated: 
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1. The right of individuals to acquire private property, 
and use it freely for their own use and for the produc- 
tion of things to sell. 

2. The right to contract freely with others, for the pur- 
chase or sale of materials, labor, goods or services. 

3. The right to the profit arising from the use of prop- 
erty and labor. 

Private capitalism, thus defined, is not something heaven- 
bom or inevitably present as a result of unchangeable 
human nature. On the contrary, private property only has 
meanmg in the presence of policemen and firemen to pro- 
tect the owner in the use and enjoyment of it. Private con- 
tracts have value only when there are laws to recognize and 
regulate them, and courts to enforce their performance. 
Property can produce profit only when its use is facilitated 
by a network of social arrangements, including the forces 
to maintain law and order, the public highways and har- 
bors, and peaceful and orderly workers and consumers. 
Private capitalism is a man-made system. It depends upon 
the smooth and continuous workmg of a whole series of 
arrangements provided by the people as a whole through 
the government. It was only with the development of or- 
derly and responsible national governments, in the i8th and 
19th centuries, that the system of private capitalism, as we 
know it, could begin to appear. 

From the very beginning the people through govern- 
ment have imposed certain limitations on the freedoms of 
private capitalism. Property or men could not be used to 
challenge the sovereignty of the state. The enjoyment of 
profits was qualified by the obligation of pa3fing taxes to 
maintain the government. These limitations recognized 
that private property, being dependent on the State for 
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protection, must support the State and pay its due propor- 
tion of the cost of that protection. 

Toward the end of the eighteenth century a series of 
inventions and discoveries started the Industrial Revolu- 
tion. This led to a great growth of population in the indus- 
trial countries and changed the great nations from largely 
agricultural communities to largely industrial. As factories 
and mmes grew and flounshed, many abuses of private cap- 
italism appeared. To correct these abuses, the State was 
used by the citizens to gradually place more and more re- 
strictions on the freedoms of private capitalism. The free- 
dom to contract was not fair as between workers with only 
their individual labor to sell, and employers with thousands 
of workers to pick from. Workers gradually won the right 
to form unions and to bargam collectively, creating a more 
even contract between the employer and the whole group 
of employees. Agreements among employers to create 
monopolies or to regulate prices, on the other hand, were 
gradually recognized as against the public welfare. The 
right to make such contracts was denied to businessmen. 
While the right of contract was thus gradually narrowed, 
the private control over the use of property was constantly 
shrinking. The use that could be made of parcels of land 
was successively limited by building regulations, sanitary 
rules, and finally even zoning ordinances. Today when one 
buys a piece of land, city or country, one may find that the 
kind of structure that can be built, its height and width, its 
structural details, and even the portion of the lot it can oc- 
cupy and the portion of the air over the lot it can displace, 
are all restricted by detailed laws and regulations. Only by 
thus limiting the uses made of individual properties can the 
people of a community as a whole insure the continued 
usefulness and value of all the property of the community. 
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The use of railroad and utility properties has similarly been 
restricted and limited in the public interest. So too, have 
exchanges, both commodity and security. Recently even 
the use of farm property has been limited, in the public in- 
terest, through the A.A.A. and Soil Conservation. In dust 
storms, the soil blo-wn off one farm may destroy the value 
of farms to w^indward, in the same state or m other states. 
Under recent legislation, the private ownership of land in 
these areas has been further limited. Unless a farmer han- 
dles his land to prevent it from blowing or washing, the 
local Soil Conservation District may furrow or terrace it 
for him, and add the cost on to his tax bill. 

The use one can make of labor is hedged round with 
public restrictions. Sanitary and other working conditions 
are subject to factory laws and inspectors. Workers must 
be protected by workmen’s compensation insurance against 
accident. Through recent legislation the relations of the 
employer to labor unions, the provision of unemployment 
and retirement insurance, and even the hours and rates of 
pay, have been brought more and more under public con- 
trol. 

With the gradual evolution of tax systems the right to 
profit has been subjected to increasingly strmgent public 
regulation. The Income Tax Amendment validated the 
proposition that all should contribute to the government in 
proportion to their ability. The progressive rates on higher 
personal incomes, the corporate income taxes, and the re- 
cent struggles over the taxes on capital gains and corporate 
surpluses, are all successive incidents in this gradual limita- 
tion of private profit by taxation. 

Private capitalism is thus not a rigid fixed system, but a 
constantly changing, growing system. The essential free- 
doms upon which it depends, freedom of property, of con- 
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tract, and of profit, are none of them perpetual and unlim- 
ited freedoms. All depend upon the support of the social 
system for their existence. All have been gradually nar- 
rowed and limited as the industrial system became increas- 
ingly complex and intricate. Only so could the system of 
private capitalism be kept working for the welfare of all. 

Industrial Expansion does not propose to destroy private 
capitalism. It only proposes that the nation use the powers 
of government to make further modifications which will 
enable private capitalism to continue to function in the 
modern world. Private property, in factories, mines and 
homes, will continue to exist under Industrial Expansion, 
just as private ownership of farms has continued under the 
A.A.A. Private contract will continue under Industrial 
Expansion. Concerns will continue to make their own ar- 
rangements for the purchase of needed materials and labor, 
and for the sale of the resulting product. There will be 
certain limitations, however, agreed upon in advance in the 
program for the industry. These will cover the minimum 
wages, maximum prices, and working conditions that may 
be provided for in the contracts of cooperating concerns. 
Concerns will continue to receive and enjoy the profit re- 
sulting from their operations. In general this profit will be 
both larger and better sustained than it has been in the past. 
Here too, though, the expansion programs will be so de- 
vised as to insure that enough of the gains go to labor and 
consumers to keep the system running. The relation of 
profit to pay rolls will thus be so guided as to prevent the 
recurrence of destructive speculative booms like those of 
1928-29 and 1936-37. 

Capitalism must constantly evolve and change if it is to 
keep alive in a constantly changing world. Private capital- 
ism as it now exists seems unable to keep our men at work 
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1919-35,” National Bureau of Economic Research, 1938. 

Moody’s “Industrial Manual” (annual issues). 

National Resources Committee, “Consumer Incomes in the 
United States,” 1938. 

“The Problems of a Changing Population,” U. S. Gov- 
ernment Printing OfSce, Washington, May, 1938. 

Social Security Board, Social Security Bulletin (monthly). 

Standard Statistics Company, Inc., “Standard Corporation 
Records,” (annual issues). 

U. S. Department of Agriculture, Agricultural Situation 
(monthly). 

“Agricultural Statistics, 1938,” U. S. Government Print- 
ing OfSce, Washington, 1938. 

U. S. Department of Commerce, “Financial Survey of Urban 
Housing,” U. S. Government Prmting Office, Washmg- 
ton, 1937. 

1930 Census reports. 

Bureau of Foreign and Domestic Commerce, “Real Prop- 
erty Inventory, 1934,” 1934. 

“Statistical Abstract of the United States, 1937,” U. S. 

Government Prmting Office, Washington, 1938. 

Survey of Current Business (monthly). 

U. S. Department of Labor, Bureau of Labor Statistics, “Re- 
vised Indexes of Factory Employment and Payrolls,” 
September, 1938. 

Monthly Labor Review (monthly). 

Urban Study of Consumer Purchases, Preliminary re- 
ports, 1938. 

U. S. Public Health Service, National Health Survey: 1935-36, 
Prehminary reports, 1938. 

U. S. Treasury Department, Annual reports. 

Daily statements. 

Certain of the data most frequently referred to are pre- 
sented in the following tables. 
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TABLE 2 

BASIC DATA ON INDIVIDUALS 


Tear 

i 

Total 

Population 

2 

Population 

20-64 

3 

Estmiated 
number 
available 
for non- 
farm em- 
ployment 

4 

Persons 
em- 
ployed m 
non-farm 
industries 

5 

‘^Estimated 
non-farm 
per- 
sons un- 
employed 


Thousands 

Thousands 

Millions 

Millions 

Millions 

1929 

121,526 


377 

36.1 

1.6 

1930 

123,091 

68,490 

38.3 

33-9 

4.4 

1931 

124,113 


00 

30.9 

7.8 

1932 

124,974 


390 

27.7 

11.3 

1933 

125,770 


39 4 

27.7 

11.7 

1934 

126,626 


39-9 

30.3 

9-7 

1935 

127,521 

73>2i9 

40.4 

31-5 

8.9 

1936 

128,429 


41.0 

33.2 

7.8 

1937 

129,257 


41-5 

35-1 

6.4 

1938 

130,215 


41.8 

32.7 

9.1 

1940 

13^993 

78,126 





^ Column 3 mmus Column 4. 

Sources Total population estimates by the U. S. Bureau of the 
Census as of July i each year. The 1930 figure on population between 
age of 20 and 64 is the Census figure as of April i, 1930 Estimates for 
1935 and 1940 are of April i made by National Resources Committee, 
“Problems of a Changing Population,” U. S. Govt. Pnnting Office, May, 
1938, pp 24-5. 

Column 3 from unpubhshed estimates by the A.A.A., based on the 
ratio of occupied persons as reported by the 1930 Census to the number 
of persons of working age. 

Column 4 from Bureau of Labor Statistics; “Total Non-agricultural 
Employment,” January, 1938, data from revised series and is not exactly 
comparable with preceding years The differences between the original 
and revised senes do not exceed 0,3 milhon, however. 
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TABLE 3 

ESTIMATED EXPENDITURES FOR NEW DURABLE GOODS, IN CURRENT DOLLARS 


(Millions of Dollars) 


Tear 

Totals 

Producers* 



Consumer^ 

Public 

and 

Private 

Private 

Public 

con- 

struction 

Total 

Pro- 

ducers 

Con- 

sumers 

Rail- 

roads 

Electric 

power 

Tele- 

phones 

Transit 

Other 

utili- 

ties 

Mining 

and 

manufact 

Co?n- 

mercml 

bldgs 

Agri- 

culture 

All 

other 

Hous- 

ing 

Auto- 

mobiles 

House- 

hold 

goods 

Construction 
by non-profit 
institutions 

[919 

15.135 

14,223 

6,438 


^912 

374 

268 

132 

123 

155 

2,831 

500 

1,128 

927 

2,130 

1,660 

3.810 

185 

1920 

17,480 

16,268 

8,174 

8,094 

^1,212 

630 

447 

204 

162 

x8i 

3.540 

657 

1,197 

1,156 

1,420 

2,038 

4,400 

236 

1921 

13,948 

12,423 

5.099 

7.324 

"1.525 

550 

288 

230 

100 

137 

1.945 

600 

488 

761 

1,970 

1.367 

3,690 

297 

1922 

i< 5.555 

14,898 

5.582 

9.316 

1.657 

434 

408 

266 

I5I 

236 

2,097 

645 

539 

806 

3.280 

1,819 

3.830 

387 

1923 

21,188 

19.590 

7.773 

11.817 

1.598 

1.077 

738 

320 

180 

245 

2,8 1 8 

735 

695 

965 

4.170 

2,641 

4.580 

426 

1924 

21,427 

19.565 

7.558 

12,007 

1,862 

901 

844 

386 

133 

355 

2.535 

761 

665 

978 

4,420 

2,470 

4,660 

457 

1925 

23.372 

21,264 

7.972 

13,292 

2,108 

728 

787 

387 

123 

300 

2,815 

990 

758 

1,084 

4,940 

2,702 

5 »o 4 o 

610 

1926 

24.592 

22,479 

8,8 1 1 

13,668 

2,113 

883 

718 

407 

II6 

380 

3,220 I 

.177 

759 


4,500 

3.116 

5,360 

692 

1927 

23.873 

21,505 

8,481 

13.024 

2,368 

751 

738 

399 

130 

427 

2,918 1, 206 

818 

1,094 

4,250 

2,652 

5.410 

^12 

1928 

24.427 

21,965 

8.751 

13,214 

2,462 

673 

701 

460 

135 

348 

00 

1 .^ 

869 

1,130 

4,000 

2,890 

5,660 

664 

1929 

25,182 

22,771 

10,230 

12,541 

241 X 

840 

793 

620 

135 

369 

3,990 1,186 

962 

1.335 

2,810 

3.253 

5,910 

568 

1930 

20,290 

17.513 

8,438 

9.075 

2,777 

865 

855 

616 

124 

298 

2,827 

997 

765 

1,091 

1,600 

2,038 

4,970 

467 

1931 

H »553 

11.976 

5.188 

6,788 

2.577 

360 

555 

410 

132 

243 

1,665 

582 

446 

795 

I, no 

1,402 

3,920 

356 

1932 

8,407 

6,565 

2,701 

3,864 

1,842 

164 

265 

^55 

6x 

141 

826 

274 

225 

490 

330 

780 

2,560 

194 

1933 

7.450 

6,140 

2.341 

3.799 

==1,310 

lOI 

120 

167 

46 

72 

866 

143 

289 

537 

270 

963 

2,470 

96 

1934 

9.927 

8,187 

3.396 

4.791 

"1.740 

218 

137 

180 

78 

77 

1.436 

165 

409 

696 

290 

1.325 

3,080 

96 

1935 

12,151 

10,471 

4.083 

6,388 

“ 1,680 

166 

179 

195 

117 

92 

1,712 

209 

637 

776 

700 

1.954 

3,620 

1 14 

1936 

16.331 

13.946 

5.386 

8,560 

"2,385 

306 

256 

250 

109 

120 

2,342 

272 

786 

945 


2,496 

4,600 

m 

1937 

18,893 

16,623 

7.318 

9.305 

^2,270 

525 

42s 

360 

lOX 

150 

3,200 

367 

1,000 

1,190 

1,450 

2.570 

5,100 

185 

*1938 pi6,36i 

^12,829 

® 5.375 

‘’7.454 

‘’3.532 

238 

380 

3x8 

83 

Pi 20 

‘’2,013 

^346 

^757 ^1,120 

1.594 ‘’1.570 ' 

^4,100 

190 


1 Excludes special war-time military construction. Estimates compiled by George Terborgh 

2 Work-relief expenditures deflated to a “regular equivalent” basis. ^ June, 1938 

3 1938 data are from revised series and are not exactly comparable with preceding years. Revised figures back to 1919 are available from George Terborgh, Federal 

Board. Washmgton, D. C« 
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A.A.A., see Agricultural Ad- 
justment Administration 
Accident benefits, 44 
Administration problems of 
under Industrial Expansion, 
177-86, problems of under 
N.R.A., 107-10 
Administrators for Industrial 
Expansion, sources of, 184 
Advisory Committee on Edu- 
cation, 43; cited, 45 
Aged persons: in future 
years, 57 

Agricultural Adjustment Ad- 
mmistration: administra- 
tion of, 178-87, and to- 
bacco companies, 103; 
democracy m administra- 
tion, 263; effect on farm 
operation, 274-5; on 
production, 1 2 1 ; method of 
securing farm cooperation, 
20; under Industrial Expan- 
sion, 125, 193 

Agricultural Economics: Bu- 
reau of, 179-80 


Agricultural Outlook Re- 
port, 179 

Agriculture, expenditures on 
durable goods, 299; see also 
Farmers 

Airconditionmg: under In- 
dustrial Expansion, 199 

Aircraft* military expendi- 
tures on, 243 

Allied Maritime Transport 
Council, 4 

American Medical Associa- 
tion, 45 

American Telephone and 
Telegraph Company, as 
holdmg company, 160; 
relation to Western Elec- 
tric Company, 162 

AnnapoKs, 38 

Antitrust laws: shortcomings 
of, 249-52; violation of, 92 

Appropriations: for Bureau 
of Industrial Economics, 
184 

Arnold, Thurman W., 252 

A.T. and T., see American 
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INDEX 


Telephone and Telegraph 
Company 

Automobile industry: effect 
on migration, 124; under 
Industrial Expansion, 199- 
200 

Automobile production: size 
of factories m, 250 

Automobiles expenditure 
for, 299; labor used in pro- 
ducing, 27 

Banker: recognizes needs for 
planning, 16 

Bank reserves: adequacy of, 
100 

Banks: and financial institu- 
tions, numbers of, 165; un- 
der Industrial Expansion, 
98 

Bath rooms: percent of 
homes with, 64 

Beard, Charles A., 284 

Berle, Adolf A., Jr., cited, 
191; reference by, 294 

Blind: number of, 53 

Board of Governors Federal 
Reserve System, refer- 
ences, 294 

Brady, Robert A., cited, 268 

Brandeis, Justice Louis D,, 

Brookings Institution, cited, 

72 

Budget: balanced under In- 
dustrial Expansion, 52-8, 
188; may not need to be 

balance^ 228 


Bureau of Agricultural Eco- 
nomics, 179 

Bureau of Industrial Eco- 
nomics: needed, 182--4; 
recommended by the Presi- 
dent, 183-4 

Burns, Arthur R., cited, 191; 
reference by, 294 

Business activity effect on 
carloadmgs, 156 

Business credit need for new 
agency, 99 

Business enterprises: number 
of, 165 

Businessmen: cooperation 

needed, 19; friendly to em- 
ployees, 173; liberal, as ad- 
ministrators for Industrial 
Expansion, 184; small, see 
Small businessmen under 
Fascism, 268 

Business statistics items 
needed, 182 

Capital: amount invested per 
worker, 93 

Capital expansion: need foi 
planning, 209 

Capital goods industry: in- 
stability of, 13-14, 94 

Capital goods: unplanned in 
existing system, 13 

Capital income: increase in 
1923-29, 31 

Capital investments* amounts 
of, 299; time required for 
electrical industry, 161 

Capitalism: under Industrial 
Expansion, 278-83 



INDEX 


U1 


Carloadings relation to busi- 
ness activity, 156 
Cartels, operations of, 248 
Cartoon: on farm problem, 

123 

Cement industry: example of 
labor efficiency, 28 
Chamberlm, Edward, cited, 

19 

Chicago: families with low 
income, 65 

Child-burth- deaths in, 45 
Children- dependent, 53 
Cigarette companies, 103 
CIO , see Committee for In- 
dustrial Organization 
Civil Service, for Industrial 
Expansion Administration, 

91 

Civil Works Administration, 
108 

Class struggle, 6i 
Cloquet, Wisconsin: cooper- 
ative, 238 

Clothing industry: under In- 
dustrial Expansion, 195 
Coast Guard Academy, 39 
Cobweb Theorem, note on, 
191 

Code Authorities actions of, 
1 05 ; dominated by big con- 
cerns, 172 

Collective bargaining, under 
Industrial Expansion, 1 10 
Colm, Gerhard, cited, 70 
Commercial construction: 

amounts expended, 299 
Committee for Industrial Or- 
ganization, 231 


Commodity Exchange Ad- 
ministration, 265 
Competition: effect on sell- 
ing margms, 167, industries 
characterized by, 194, lim- 
ited in steel, 192, place un- 
der Industrial Expansion, 
189--201; shortcomings of, 
1 2 , under Industrial Expan- 
sion, 90 

Compliance: methods of se- 
curing, 59, 254 
Concerted economic plan- 
ning, 253-255 

Consolidations, on railroads, 

^ 57 . 

Conspiracy as definition for 
monopoly, 189-90 
Construction: by non-profit 
institutions, 299; of houses, 
see Housing; public and 
private, amounts of, 299 
Construction industry: use of 
quotas in, 91 

Consumers’ cooperation, 236- 
242; in Europe, 236; in 
U. S., 237-40 

Consumers Cooperative As- 
sociation, cited, 239 
Consumers’ cooperative sales: 

volume of, 239 
Consumers’ cooperative 
wholesales, 238 
Consumption: methods of 
estimatmg, 118 
Contract right: hmits on, 280 
Cooperation: appraisal of, 
241 

Cooperatives: as way to 
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INDEX 


plenty, 235-242 

Cooperative buying- among 
farmers, 237-239, in cities, 
238 

Cooperative society, ideals 
of, 235 

Corporate price policy: 
effect on technological un- 
employment, 69 

Corporations control activ- 
ity, 251; in English hous- 
ing, 144 

Cotton: increase in consump- 
tion under Industrial Ex- 
pansion, 126 

Coughlin, Father Charles E., 
7 

Cowden, Howard A., cited, 
240-41 

Credit: need for new smaU- 
business agency, 99; avail- 
able for Industrial Expan- 
sion, 100-01 

C.W. A., see Civil Works Ad- 
ministration 


Dairy products: need under 
Industrial Expansion, 126 
Deafmutes: number of, 53 
Democracy: and Industrial 
Expansion, 253-93*, ele- 
ments of, 284-5 
Dennison, Henry S., cited, 
^33 

Department of Justice, 252 
Department, U. S., see U. S. 
Department 

Douglas, William, cited, 100 


Dress shoes: and Industrial 
Expansion, 195-6 
Dun’s Review, reference, 294 
Durable goods: expenditure 
on, 299 

Eastern States Farmer’s Ex- 
change, 238 

Economic planning: need 
for, 12-14, 271, under 
socialism, 273 

Economists* in government 
service, 180-82 
Electricity, on farms, 160 
Electric generators* time re- 
quired for construction, 

161 

Electric industry: durable 
goods expenditures, 299, 
increase in equipment, 209 
Electric razors- under Indus- 
trial Expansion, 199 
Electric Utihty Authority, 

162 

Elite Shirt Company; as illus- 
tration of Industrial Ex- 
pansion, 219-224; illustra- 
tion of 30-hour bill, 212- 
218 

Elliott, F. F., cited, 125; 18 1 
Employment: data on, 296-7; 
298 

Employed; number in 1938, 
21 

Engineering industry; use of 
quotas in, 91 

England* housing develop- 
ments in, 144; rearmament 
expenditures, 243 
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V 


English rearmament: effect 
on economic readjust- 
ments, 246 

Ever-normal granary, 1 2 1 , 
186-7 

Ever-normal warehouse : 

place in Industrial Expan- 
sion, 186-9 

Excess reserves* changes dur- 
ing depression, 226 
Ezekiel, Mordecai, cited, 19 1 

Factories: size of, 250; small, 
under Industrial Expan- 
sion, 17 1 

Families: relief, health condi- 
tions among, 66 
Farm Bill of 1938, 186 
Farm Bureau, 237 
Farm Credit Administration, 

275 

Farmers’ Marketing Coop- 
eratives* business of, 237 
Farmers’ organizations: rep- 
, resentatives of, 237 
Farmers* under Industrial 
Expansion, 120-30 
Farmers’ Union, 237 
Farm foreclosures, 274-5 
Farm houses: electrified by 
R.E.A., 160 

Farm incomes: changes in, 
122; dependent on city 
prosperity, 122 
Farm laborers: number of, 
130; payments to, 132; 
under Industrial Expan- 
sion, 130-7 

Farm labor: increase in de- 


mands for, 134; increase in 
need for under Industrial 
Expansion, 134 
Farm Security Administra- 
tion: housing experience, 
47; housing developments 
by, 144 

Fascism* m contrast to Indus- 
trial Expansion, 259-270 
Federal aid* for education, 
45, for medical care, 45 
F ederal Commumcations 

Commission, 160 
Federal expenditures : 

changes in, 229-31 
Federal Farm Board, 180; 
effect on cooperatives, 240; 
tobacco experience, 102 
Federal Housing Administra- 
tion, 143; usual appraised 
values, 148 

Federal Housing Corpora- 
tion need for, 141 
Federal Power Commission, 

159 

Federal revenues, see Reve- 
nues, federal 

Federal Trade Commission, 
169 

F.H.A., see Federal Housing 
Administration 
Federal Radio Commission, 

160 

Federal Reserve System: ob- 
jectives of, 225-6 
Filene, Lincoln, cited, 233 
Finance: adequacy of, 100 
Financial Survey of Urban 
Housing, cited, 149 
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vi 

Fiscal policy, 227-235 
Fisher, Irving, cited, 230 
Flanders, Ralph E , cited, 233 
Food consumption under 
Industrial Expansion, 126 
Ford Motor Company inte- 
gration in, 250; planning 
in, 272 

Foster, Ray R., cited, 1 39 
Freight rates* changes in, 15 1 

Gallup poll, cited, 264 
Gayer, Arthur, cited, 230 
General Electric Company, 
162 

General Motors Corpora- 
tion relation of labor effi- 
ciency to output, 27 
Germany employment in, 
267-8, rearmament ex- 
penditures, 243; taxation 
in, 268 
G.L.F., 238 

Government receipts: rela- 
tion to national income, 50 
Government spendings, see 
Fiscal policy 
Grange, 237-8 
Great Britain: cooperatives 
m, 236 

Guffey Coal Act: and Indus- 
trial Expansion, 193 

Hague, Mayor Frank, men- 
tioned, 291 

Hall, Helen, cited, 45 
Health, public: under Indus- 
trial Expansion, 45 
Hearings, public: under In- 


dustrial Expansion, 58, 287 
Herblock (Herbert L. Block), 
cartoon by, 1 2 3 
Hitler, Adolf, quoted, 262; 
269 

Hoffman, A. C., cited, 103 
Hoover, Calvin Bryce, cited, 
273 

Hormel Packing Company, 
286 

Hospitals* under Industrial 
Expansion, 44 

Hot water: percent of homes 
with, 64 

Household goods: expendi- 
tures on, 299 

Houses* usual cost of, 148 
Housing: conditions of, in 
typical cities, 64; English 
experience, 144, expendi- 
tures on construction, 299; 
of migratory workers, 133; 
methods of prefabrication, 
147; under Industrial Ex- 
pansion, 46; units needed, 
47; variation in construc- 
tion, 139 

Housing construction: desir- 
able rate of, 141 
Housing contracts: in 1937, 
231 

Housing Corporation: need 
for, 1 41 

Housing costs: reduced by 
pre-planning, 146 
Housing industry: methods 
in, 140; wage rates and in- 
comes, 143 
Hutson, J. B., i8i 
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LCC, see Interstate Com- 
merce Commission 
Income* national, changes in 
distribution, 31; effect on 
government receipts, 50, 
of most families, 149, of 
average farm laborer, 132 
Income taxes effect on buy- 
ing power, 245 
Increases* by industries, 
under Industrial Expan- 
sion, 8 1 

Index numbers, 296 
Industrial Adjustment, 17 
Industrial Economics: Bu- 
reau of, needed, 182, rec- 
ommended by the Presi- 
dent, 183-4; unexplored, 
181-2 

Industrial equipment: in- 
crease in, 209 

Industrial Expansion, admin- 
istrators for, 184; basic ele- 
ments in legislation for, 
109; basic ideas of, 17, basic 
objective of, 60, planning, 
differs from socialism, 276; 
possible forms of, 254-5; 
price policies under, 82 
Industrial Expansion pro- 
grams: effects of errors in, 
188 ^ 

Industrial Expansion legisla- 
tion: elements of, 172 
Industrial Outlook reports 
needed, 182 

Industrial planning, 12-14, 
271 

Industries: covered by In- 


dustrial Expansion pro- 
grams, 1 94-2 o I , covered 
byN.R.A codes, 107, new, 
not restricted by Industrial 
Expansion, 199 
Industry Authority, compo- 
sition of, 58, 287; duties 
of, 59, for railroads, 155; 
hearings by, 58-9, 287 
Industry Authorities: num- 
ber of, 200 

Industry: little democracy 
in, 285 

Industry self-regulation, 248- 
9 

Inheritance taxes* effect on 
buying power, 245 
Inquiry on Cooperative En- 
terprise, cited, 236 
Instabihty. in capital forma- 
tion, 13-14, 94; in textile 
and clothing industries, 195 
Integration of industry, 250 
Interstate Commerce Com- 
mission: field of action, 
15 1; opposed by railroads, 
265; reference by, 294 
Investment: instability of, 
13--14, 94; under Industrial 
Expansion, 95 

Iron and steel: planning for, 
under Industrial Expan- 
sion, 85 

Italy: employment in, 267-8 

Kellogg, Paul, cited, 45 
Kentucky rural population 
in, 124 
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Kuznets, Simon, cited, 32, 
reference by, 294 

Labor efficiency in auto- 
mobile production, 27, in 
cement production, 28, on 
railroads, 153, m steel pro- 
duction, 15 

Labor leaders responsibilities 
under Industrial Expan- 
sion, 63 

Labor* migratory, conditions 
among, 13 3, responsibilities 
under Industrial Expan- 
sion, 58-63, supply and de- 
mand, 43 

Labor unions: increased re- 
sponsibilities under Indus- 
trial Expansion, 5 8-6 3 , 
under Fascism, 261-2 
Leeds, Morris E., cited, 233 
Lehmann, Fritz, cited, 70 
Leven, Mr.* in illustration of 
30-hour bdl, 212 
Life insurance* as illustration 
of statistical planning, 117 
Living conditions: among 
migratory laborers, 133 
Living costs: data on, 296, in 
Germany, 268, in Italy, 268 
Locomotives fluctuations in 
construction, 14 
Long, Huey, 7 

MacRae, Hugh: farm 

methods demonstrated, 128 
Man hours: required in steel 
production, 15 


Mathewson, Stanley B., cited, 
62 

McCormick and Company, 
Inc , 286 

Means, Gardmer C., 8 1 , cited, 
19 1, data from, 192-3, 
reference by, 294 
Migratory workers: condi- 
tions, 133 

Mining and manufacturing 
durable goods expendi- 
tures, 299 

Monetary policy, 224-235 
Money in circulation: 

amounts needed, 100 
Monopolistic competition, 
1 91; industries character- 
ized by, 194 

Monopoly: place in present 
economic system, 189-201 
Moody’s Industrial Manual, 
cited, 27, reference, 295 
Mothers* dependent, 53 
Multiple Management Plan, 
286 

Mussolini, Benito, quoted, 
266; 269 

National Health Survey, 
cited, 66 

National income: data on, 
296, effect on postal reve- 
nues, 163; increase under 
Industrial Expansion, 188- 
9, relation to money in 
circulation, 100, see also 
Income, national 
National Mediation Board, 
151 
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National Recovery Adminis- 
tration: administrators of, 
184, decision on, 106, failed 
to produce expansion, 208; 
merchandising practices, 
169; merchandising and 
service industries, 196-7; 
objectives of, 105; studies, 
cited, 169 

National Resources Com- 
mittee, cited, 53; 149, ref- 
erences by, 295 
National Small Homes Dem- 
onstration, 146 
National Survey of Con- 
sumer Expenditure, 1 18 
New Deal* effect on mone- 
tary policy, 227 
New industries free under 
Industrial Expansion, 199 
Newspapers: excluded from 
Industrial Expansion, 198 
New York City, families on 
rehef, 66 

Norway: maternal deaths in, 
45 

N R.A., see National Recov- 
ery Administration 
Nunn-Bush Shoe Company, 
286 

Nunn, H. L., cited, 286 

Occupational Outlook Serv- 
ice, 43 

Occupational retraining* 
under Industrial Expan- 
sion, 43 

Old-age pensions: persons 
eligible for, 53; under In- 


dustrial Expansion, 49, see 
also Pensions, old-age 
Open-market operations, 
225-6 

Outlook Reports: Agricul- 
tural, 179, industrial, 
needed, 182, for occupa- 
tions, 43 

Pay rolls* data on, 296 
Pay roll taxes* effect on buy- 
ing power, 245 
Pendergast, Tom, 291 
Pensions: more adequate, 44; 
old-age, under Industrial 
Expansion, 56; old-age, 
under existing Social Se- 
curity law, 54 

Phipard, Esther F., cited, 126 
Pie bigger, as illustration of 
need for larger output, 2 1 1 
Planning used in wartime, 3 
Population: data on, 298; 

rate of growth, 70 
Post Office Department, 160 
Post Office* employment by, 
163; wages m, 164 
Postal revenues: influenced 
by national income, 163 
Pre-fabrication* place of in 
housing, 147 

Price behavior: monopolistic 
and competitive industries, 
193 

Price policies: of business, re- 
lation to 1937 depression, 
231; influenced by coop- 
erative action, 236; of to- 
bacco companies, 103; 
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under competition, 189-95; 
under Industrial Expan- 
sion, 82 

Prices; flexibility in under 
Industrial Expansion, 90; 
of steel, 1 9 1-2, wholesale, 
data on, 296 

Printing and publishing- ex- 
cluded from Industrial Ex- 
pansion, 198 

Private capitahsm elements 
of, 278 

Private property: limits on, 
280 

Production changes: mo- 
nopolistic and competitive 
industries, 193 

Production: data on, 296 

Programs: for long-time in- 
vestment, 95 

Public construction: 

amounts, 299 

Public hearmgs* under Indus- 
trial Expansion, 287 

Public ownership: of rail- 
roads, 157 

Public Works Administra- 
tion, 108 

Public works: compared to 
rearmament, 244 

Pump priming: effect of, 
227-233 

P.W.A., see Public Works 
Administration 


Quotas: for increased pro- 
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